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Under  these  roofs  ore  some  of  the  most  beautiful  low-cost 
warehouse  and  service  operations  in  America! 

Each  of  the  buildings  shown  above  was  tailor-made  to  meet  the  lowest  practical  con¬ 
struction  costs.  This  is  accomplished  by  experienced  engineering  design,  practical  prepa¬ 
ration  of  specifications,  thorough  review  of  bidding  and  contract  awards,  plus  on-the-spot 
daily  engineering  supervision  of  construction. 

Working  in  this  painstaking  manner,  Abbott  Merkt  engineers  have  helped  management 
of  many  of  America's  foremost  (department  stores  to  achieve  low-cost  operations. 

We  should  like  to  help  you  benefit  from  our  more  than  35  years'  experience  in  this  field. 
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THIS  SELF-PROCESSING  IBM  SALES  CHECK 

brings  you  paperwork  savings  never  before  possibie 


Now,  with  IBM  punched  card  sales  checks,  you 
gain  the  cost-saving  benefits  of  automatic  account¬ 
ing.  You  integrate  your  sales  audit  and  accounts 
receivable,  gain  greater  control  of  credit— all  with¬ 
out  the  need  for  additional  floor  equipment. 

With  this  proven  IBM  sales  check  system,  bills 
are  prepared  sooner  and  you  get  a  complete  up-to- 
date  credit  picture  at  any  time.  Your  management 
reports  and  records  are  more  accurate,  informa¬ 
tive  and  current  than  ever  before. 


What’s  more,  you  can  make  the  shift  to  this  new 
IBM  system  without  changing  your  present  paper¬ 
work  flow,  without  the  addition  of  costly  floor 
equipment.  You  simply  mechanize  sales  check 
handling! 

For  more  facts,  call  your  local  IBM  representa¬ 
tive,  or  write:  RETAIL  DEPARTMENT  A58-b, 
International  Business  Machines  Corporation,  590 
Madison  Avenue,  New  York  22,  N.Y. 
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An  important  message  for  store  management 

ANNOUNCING  A 


NEW  FIBERGLAS*  PROGRAM! 

a  sound,  strong  merchandising  plan  .  .  .  hacked  by  the  biggest 
LIFE  campaign  in  curtain  and  drapery  history  for  the 
biggest  selling  season  your  department  ever  had. 


Last  year  millions  of  curtains  and  draperies  were 
bought  for  U.  S.  homes. 

When  women  shop  they  have  a  problem  and  a  need, 
not  only  in  choosing  materials  that  have  beauty 
and  ease-of-care  features— but  in  choosing  fabrics 
that  blend  with  other  home  furnishings  . . .  fabrics 
that  spark  or  complement  basic  decorating  trends. 

Fiberglat  lakes  the  lead  in  curtain  and 
drapery  consumer  appeal. 

Fiberglas  made  careful  consumer  buying  studies. 
They  analyzed  them  and  found  that  your  cus¬ 
tomers  make  their  selection  on  a  style  basis  suitable 
to  basic  decorating  trends.  They  researched  these 
trends  and  developed  the  4  strongest  decorating 
themes  to  sell  Fiberglas.  This  will  be  backed  up 
with  the  biggest  campaign  ever  seen  in  LIFE  for 
curtain  and  drapery  fabrics. 

Each  of  these  decorating  themes  has  an  ad  of  its 
own  in  which  three  room  settings  are  shown— 
featuring  the  new  luxurious  Aerocor  yam,  crisp, 
new-white  marquisettes,  new  textures,  prints, 
colors  and  weaves.  Each  trend  is  interpreted  by  a 
leading  decorator  using  fabrics  from  your  best 
resources. 

Here’s  the  schedule  for  the  4  full-page,  full-color 
LIFE  ads: 

Sept.  15— New  Living  Ideas  with  Fiberglas— 

“Contemporary  Classic” 

Oct.  6— New  Trend  to  Elegance  with  Fiberglas— 

“American  Sophisticate” 

Oct.  20— New  Country-City  Look  with  Fiberglas— 

“Early  Americana” 

Nov.  3— New  Return  to  Formality  with  Fiberglas— 

“18th  Century  Revival” 

Why  LIFE  was  chosen:  2  out  of  3  of  your  customers 
read  it.  40^  out  of  every  dollar  spent  on  home 
furnishings  and  equipment  is  sp)ent  by  households 
that  read  a  single  issue.**  Your  customers  expect 
to  see  Fiberglas  ads  in  LIFE.  Textile  advertising  is 


only  a  part  of  a  gigantic  40-page  over-all  Fiberglas 
campaign. 

Use  the  free  help  from  Fiberglas  to  insure 
success  in  your  store. 

1.  Display  props  and  suggested  display  ideas.  Use 
these  to  suggest  room  settings  for  department 
displays,  windows  and  model  rooms.  Use  furni¬ 
ture  and  accessories  from  other  departments.  (The 
kit  contains  details  of  a  display  contest  offering 
cash  prizes  to  buyer  and  display  department.) 

2.  Start  your  season  with  the  help  of  the  new 
Fiberglas  training  program. 

3.  Make  the  greatest  use  of  all  the  free  point-of- 
sale  materials. 

4.  Order  enough  consumer  care  and  use  booklets 
(and  the  ever-popular  nifty  Nibs). 

And— Be  sure  to  begin  by  selecting  a  broad, 
sound  stock  of  Fiberglas  curtains,  draperies  and 
yard-goods.  Cover  all  your  price  brackets— and 
cover  all  the  trends. 

For  details  and  Free  Promotion  Kit  fill  out  coupon 
—or  call:  Owens-Coming  Fiberglas,  Textile  Prod¬ 
ucts  Division,  598  Madison  Avenue,  New  York  22, 
New  York. 

•T-M.  (lUir.  U.  8.  Pat.  Off.)  O-C.  F.  Corp. 

**Soorc«:  LlFK's  Study  of  ConauuiT  Bapooditoroa. 
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I  Dept.  223-E  . 
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PORTABLE 

ight  4  .  to  6  :  Ibi  unni04jntod 


ADAPTABLE 

to  flower  carts,  sales  wagons,  etc. 


MOUNTED  TO  CASH  DRAWER 

total  wcigfit  only  12  to  16  lbs 


Here's  why  stores  like 
MACY'S,  New  York 

JOHN  WANAMAKER 

Philo 

and  OTHERS 


DEPT.  NUMBER 
TYPE  OF  SALE 
AMOUNT  (TO  99.99) 
TRANSACTION  NUMBER 
CLERK  NUMBER 
DATE 


ULTRA  LIGHTWEIGHT, 

opens  new  promotion  possibili¬ 
ties:  on  selling  carts,  outposts, 
outdoor  soles  areas,  etc. 


ULTRA  COMPACT, 

enlarges  counter  selling  area  by 
replacing  bulky  registers.  Ideal 
in  Smoke  Shop,  Cafeteria,  Gift 
Wrap,  Greeting  Cords,  etc. 
Mokes  usable  hitherto  inocces- 
siUe  locations. 


5-KSY  ond  «d(EY  SIZES, 
each  in  3  models: 

Tidtet  Isseiwg 
Fronliiiig 

Cembieotieii  (ticket  and  frank) 


TAMRER-MOOF  RECORDS 

locked  corrtinuous  Audit  Tape 
with  total  sales  information. 
Plus  visible  dollar-volume 
counters. 


TROLIBLE-FREE  CONSTRUCTION 
Fine  Swedish  engineering  and 
nxinufocture,  bocked  with  su¬ 
perb  servicing. 


Models  from  S490  to  S870,  subject  to  quantity  discounts 
\mc/  ENKAY  products  CORP.e  1 860  BROADWAY,  NEW  YORK  23,  N.Y. 

Exclusive  Distributor  (  > 

SiE  itIiMEXC  AT  BOOTH  41,  CONVENTION  OF  THE  CONTROLLERS'  CONGRESS 
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Management  Perspective 

By  J.  Gordon  Dokins  Executive  Vice  President,  NRMA 


AN  APPRAISAL  OF  THE  BUSINESS  OUTLOOK  FOR  RETAILERS 


This  report  is  based  on  a  mid-April  survey  conducted  by 
NRMA  among  a  number  of  leading  economists.  They 
included  Professor  Malcolm  P.  McNair  of  Harvard  Uni¬ 
versity,  A.  W.  Zelomek  of  the  International  Statistical  Bu¬ 
reau,  Emerson  Schmidt  of  the  National  Chamber,  Dr.  Jules 
Backman  and  Dr.  Marcus  Nadler  of  New  York  University 
and  Arthur  Rosenbaum  of  Sears,  Roebuck  and  Company. 
Arno  Johnson,  vice  president  of  the  J.  Walter  Thompson 
Company,  sent  in  a  great  deal  of  helpful  material,  as  did 
Ira  T.  Ellis,  the  economist  for  Du  Pont.  Contributions  were 
also  made  by  the  economists  of  four  large  financial  institu¬ 
tions:  David  L.  Grove,  economist  for  the  Bank  of  America, 
George  B.  Roberts,  vice  president  of  the  First  National  City 
Bank  of  New  York,  John  D.  Wilson,  vice  president  of  the 
Chase  Manhattan  Bank  of  New  York,  and  Gordon  McKin¬ 
ley,  director  of  economic  research  for  the  Prudential  Insur¬ 
ance  Company  of  America. 

These  experts  emphasize  the  fact  that  so  far  the  major 
impact  of  the  recession  has  been  in  the  industrial  area  and 
more  specifically  in  durable  goods  production.  Thus  indus¬ 
trial  production  is  down  10  per  cent  since  last  August  while 
the  broader  measure  of  gross  national  product  has  declined 
less  than  three  per  cent.  In  the  first  quarter  of  this  year, 
it  was  running  at  an  annual  rate  of  $424  billion,  as  com¬ 
pared  with  $440  billion  in  the  third  quarter  and  $432.5 
billion  in  the  fourth  quarter  of  1957.  Personal  income  has 
dropped  by  somewhat  over  one  per  cent  since  last  August. 
Retail  sales  are  slightly  behind  those  of  a  year  ago  and 
reflect  mainly  the  decline  in  automobile  sales. 

Unemployment  has  increased  steadily  since  last  August, 
with  particularly  steep  increases  in  January  and  February. 
But  while  unemployment  has  risen  by  two  million  in  the 
past  year,  employment  is  off  less  than  1.3  million  and  80 
per  cent  of  this  drop  has  been  centered  in  durables  manu¬ 
facturing. 

The  March  figures  on  employment  and  unemployment 
point  to  a  slowing  up  of  the  downturn.  The  figures  show 
a  rise  in  employment  to  62,311,000  (a  gain  of  323,000  job 
holders)  and  a  25,000  rise  in  unemployment  to  5,198,000. 
This  25,000  rise  in  unemployment  was  the  smallest  increase 
in  five  months. 

Despite  the  drop  in  production,  the  growth  in  unemploy¬ 
ment  and  the  reduction  in  the  average  work  week,  con¬ 
sumer  spending  is  holding  up  remarkably  well.  Consumers’ 
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total  purchases  in  the  first  quarter  of  this  year  were  at  an 
annual  rate  of  $281  billion,  down  only  slightly  from  the 
$282.5  billion  of  the  fourth  quarter  of  1957.  Durable  goods 
buying  is  off  $2.9  billion  but  buying  of  soft  goods,  such  as 
food  and  apparel,  and  of  services,  has  risen. 

Favorable  Factors 

Fortunately  there  are  some  bright  sjjots  in  the  data.  One 
is  the  fact  that  manufacturing  inventories  are  being  reduced 
at  an  annual  rate  of  $7.5  billion— a  rate  so  high  that  we 
are  not  unreasonable  in  hoping  it  will  soon  have  to  be 
reversed,  thus  stimulating  production  and  employment. 
Moreover,  the  indications  of  increased  p>ersonal  savings 
suggest  that  many  p>eople  do  have  surplus  funds  which  they 
can  use  to  buy  goods  and  services  if  offered  good  value  and 
persuaded  by  aggressive  merchandising. 

The  joblessness  is  concentrated  in  the  durable  goods 
industry.  In  other  fields,  such  as  wholesaling  and  service 
industries,  it  is  employment,  not  unemployment,  that  has 
increased,  in  some  cases  substantially.  We  still  have  62 
million  people  employed  out  of  a  total  civilian  work  force 
of  a  little  over  67  million.  Of  the  5,200,000  who  are  cur¬ 
rently  unemployed,  probably  somewhat  more  than  half 
normally  would  be  unemployed  anyway.  This  ratio  repre¬ 
sents  the  normal  “float”  between  jobs  as  well  as  the  un¬ 
employables. 

According  to  Arno  Johnson,  “Few  seem  to  realize  in  the 
midst  of  the  present  talk  of  recession  that  we  have  accumu¬ 
lated  a  backlog  of  $28  billion  of  consumer  buying— a  growth 
in  our  standard  of  living  that  should  have  taken  place  in 
the  last  two  years,  but  which  did  not  take  place  because 
of  purposeful  measures  to  slow  down  our  rate  of  expansion 
as  a  means  of  fighting  inflation.  This  $28  billion  backlog 
of  added  consumption  {XJtential  now  represents  an  oppor¬ 
tunity  for  as  much  as  a  10  per  cent  increase  in  sales  of 
consumer  goods  and  services  in  1958-59  over  the  1957  level 
of  $280  billion.” 

Let’s  examine  the  favorable  factors  in  today’s  economy: 

1.  Private  residential  construction  sjiending  in  February 
1958  was  two  per  cent  above  February  1957. 

2.  We  are  near  peak  levels  in  buying  jwwer.  The  level 
of  personal  income  in  February  was  $1.6  billion  higher 
than  in  February  1957  and  within  one-half  of  one  p>er  cent 

(^Continued  on  page  8) 
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NEED  IT  HERE? 
Credit  accounting. 


Sales  audit . 

Accounts  payable . 

Payroll  accounting  .... 
Automatic  data  processing 

Analysis  and  cycle  control 

Cash  registering . 

Payment  receipting.  .  .  . 
General  dguring . 


GET  IT  HERE. 

Burrotighs  Sensimatic  Credit  Accounting  Machine 
Burroughs  Microfilming 

Burroughs  Sensimatic  Sales  Audit  Accounting  Machine 
Burroughs  Typing  Sensimatic  Accounting  Machine 
Burroughs  Typing  Sensimatic  Accounting  Machine 

Burroughs  Sensimatic  to  Punched-Tape  Shipment 
Burroughs  Sensimatic  Direct-to-Card  Equipment 

Burroughs  Sensimatic  Analysis  and  Distribution  Machine 
Burroughs  Department  Store  Cash  Registers 
Burroughs  Validating  and  Receipting  Machine 
Burroughs  Adding  Machines  and  Calculators 
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Free  folder  highlights  full  line  of  Burroughs  department  store  equipment.  Send  for  your  copy  today. 


Whether  your  store  is  one  of  the  nation’s  biggest  or  smallest 
you’ll  see  your  internal  operations  in  a  new,  penetrating  light 
with  Burroughs  advanced  machines  at  work  for  you.  You’ll  get 
all  the  benefits  of  a  job  done  faster,  more  accurately,  more  auto¬ 
matically.  And  you’ll  find  a  lot  more  help  where  all  these  advanced 
machines  come  from. 

Call  our  nearby  branch  and  review  your  accounting  control 
problem  with  a  Burroughs  systems  expert.  Have  him  demonstrate 
the  solution  applied  to  your  own  system.  Or  write  today  for  free 
information-packed  literature  on  the  complete  line  of  Burroughs 
equipment  adapted  to  department  stores.  Burroughs  Division, 
Burroughs  Corporation,  Detroit  32,  Michigan. 
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Management  Perspective 

(Continued  from  page  5) 

of  the  $342.5  billion  average  for  the  whole  year  of  1957. 

3.  Disposable  income,  after  taxes,  in  the  first  quarter  of 
1958  is  estimated  at  $300  billion.  While  somewhat  less  than 
the  annual  rate  of  $302.7  billion  achieved  in  the  second 
half  of  last  year,  it  is  still  five  per  cent  higher  than  it  was 
in  1955. 

4.  Personal  savings  In  1957  totaled  $20.2  billion— the 
highest  we’ve  ever  had  in  peacetime. 

5.  We  have  the  pressure  of  population  expanding  at  over 
three  million  each  year.  In  1957,  4,300,000  children  were 
born.  This  is  a  68  per  cent  greater  number  than  in  1940. 

6.  Workers  are  now  earning  the  highest  wages  in  history. 
The  average  factory  worker  today,  in  the  midst  of  a  reces¬ 
sion,  gets  over  $80  a  week. 

7.  Money  is  easier  and  government  expenditures  are 
rising. 

8.  The  economy  is  sound.  Consumers  possess  more  than 
three-quarters  of  a  trillion  dollars  worth  of  wealth.  Half 
of  the  families  in  this  country  have  a  net  worth  of  at  least 
$7,500.  A  sixth  of  all  families  own  more  than  $30,000  in 
assets.  Today  most  Americans  are  able  to  buy  what  they 
want  and  need. 

9.  Up  to  the  present  the  consumer  has  not  cut  his  spend¬ 
ing  sharply  and  he  won’t  because  of  a  number  of  factors. 
He  will  continue  to  spend  because  he  will  resist  every  effort 
to  cut  his  standard  of  living. 

What  Can  Be  Expected  to  Happen 

When  will  the  upturn  start?  As  might  be  expected,  the 
experts  are  not  in  agreement.  But  the  majority  believe  that 
the  decline  in  business  generally  will  “bottom  out’’  in  the 
second  and  third  quarter  and  that  we  should  begin  to  see 
signs  of  tangible  improvement  in  the  latter  months  of  the 
year.  Some,  including  Arthur  Rosenbaum  of  Sears,  Roebuck 
fc  Company,  are  even  more  optimistic.  They  believe  the 
low  point  of  the  recession  was  reached  in  the  first  quarter 
of  1958  and  look  for  improvement  from  now  on. 

One  of  the  main  reasons  for  thinking  that  the  slope  of 
the  decline  may  be  flattening  out  is  that  production  in 
many  lines  is  clearly  below  consumption.  Goods  are  now 
Ijeing  used  up  faster  than  they  are  being  produced.  Before 
many  months  have  passed,  business  will  reach  a  point  where 
it  must  stop  living  off  goods  on  hand  and  start  to  order 
again.  The  mere  end  of  inventory  liquidation  will  add 
about  $5  billion  a  year  to  the  spending  rate. 

The  economists  anticipate  that  capital  investment  will  be 
a  drag  throughout  the  year  but  it  will  be  offset  by  a  modest 
rise  in  residential  construction  and  by  steadily  rising  fed¬ 
eral,  state  and  local  governmental  expenditures.  Consumer 
buying  is  also  expected  to  be  reasonably  well  sustained  even 
though  not  buoyant.  Sales  of  soft  goods  generally  should 
continue  to  make  a  better  showing  than  durables. 

What  to  Do 

Each  of  the  contributing  economists  has  his  own  ideas 
as  to  what  should  be  done  now  to  get  our  economy  back 
on  the  track  to  prosperity.  There  isn’t  space  to  quote  them 
all,  but  the  following  are  representative: 


Arno  H.  Johnson,  vice  president  of  the  J.  Walter  Thomp¬ 
son  C^ompany  of  New  York,  suggests:  “Increased  selling 
effort  now  will  be  needed  to  swing  consumption  upward 
again  to  support  our  productive  capacity.  Consumer  credit 
could  be  expanded  substantially  without  exceeding  prewar 
relationships  to  discretionary  spending  power.  We  need  now 
the  courage  and  vision  to  expand  selling  efforts  so  that 
confidence  can  be  restored  and  the  trend  to  consumer  buy¬ 
ing  can  be  turned  upward.’’ 

Ira  T.  Ellis,  economist  for  Du  Pont,  believes  that:  “Busi¬ 
nessmen  can  help  by  reducing  costs  and,  therefore,  prices, 
by  maintaining  sales  through  increased  selling  effort  and  by 
producing  better  quality  products  at  no  increase  in  costs. 
They  should  also  strive  to  maintain  employment  and,  there¬ 
fore,  purchasing  power  and  to  continue  needed  expansion 
programs.  We  should  not  fight  the  business  adjustment 
now  going  on  but  we  should  do  our  part  to  get  it  over 
quickly.’’ 

Emerson  P.  Schmidt,  director  of  economic  research  of  the 
Chamber  of  Commerce  of  the  United  States,  says:  “Any¬ 
thing  that  retailers  can  do  to  encourage  product  improve¬ 
ment,  better  values  or  lower  prices  and,  of  course,  more 
effective  promotion,  will  be  on  the  plus  side.’’ 

Malcolm  P.  McNair  of  Harvard  University  says:  “I  be¬ 
lieve  this  is  a  period  in  which  both  consumers  and  business 
should  buy  normally.  If  consumer  spending  is  sustained  at 
a  normal  rate,  there  will  soon  be  a  necessity  of  replenishing 
inventories  in  many  lines  of  goods.  As  I  see  it,  there  is  no 
reason  for  either  consumers  or  business  to  assume  that  the 
trends  of  increase  in  population  and  purchasing  power 
which  have  characterized  the  postwar  period  will  not  be 
projected  into  the  future,  perhaps  not  at  quite  the  same 
rates  of  increase,  but  nevertheless  on  a  rising  plane  rather 
than  on  a  declining  one.  For  retailers,  I  believe  it  is  par¬ 
ticularly  important  to  make  buying  as  attractive  as  possible, 
not  only  from  the  standpoint  of  price  but  also  from  the 
standpoint  of  attractiveness  of  merchandise,  display  and 
promotion.  This  is  the  area  where  merchants  should  be 
applying  their  best  imagination  and  ingenuity.  In  the 
meantime,  they  should  by  no  means  seek  to  starve  their 
inventories.’’ 

Finally  George  B.  Roberts,  vice  president  of  the  First 
National  City  Bank  of  New  York,  makes  this  comment: 
“Recessions  such  as  we  are  in  now  are  the  inevitable 
aftermaths  of  periods  of  excessive  optimism  and  over-expan¬ 
sion.  Some  readjustment,  unpleasant  though  it  may  be,  is 
an  essential  prelude  to  any  new  forward  movements.  Sound 
government  policies  can  certainly  help  in  tempering  the 
severity  of  these  readjustments  and  in  speeding  recovery. 
But  the  effort  must  mainly  come  from  businessmen  them¬ 
selves,  through  improvements  in  productivity,  better  sales 
effort,  more  attractive  pricing  and  the  introduction  of  newer 
and  better  merchandise.  I  have  great  faith  in  the  ability  of 
the  intelligent  and  successful  retailer  to  find  ways  of  appeal¬ 
ing  to  buyers.” 

Evidently  what  must  be  done  is  to  offer  the  merchandise 
consumers  want— attractively  packaged,  appropriately  ad¬ 
vertised  and  promoted  and  reasonably  priced.  This  is  the 
time  for  retailing  to  be  vigorous,  to  search  the  markets  as 
never  before  and  to  get  new  things— plenty  bf  them— in  the 
hands  of  customers. 
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STRIKING 


SAVES 


money,  space, 
anc*!,  and  styled  smartly  time  the  New  Unifold  is 

this  fashionalile  tiox  is  a  walking  prestige  adver- 

admired  everywhere  1  tisement  for  your  store! 


the  Fastest  Folding 


because  ...  the  Automatic 


SEE  FOR 
YOURSELF 


what  a  Space  and 
fpuney  saving  folding 
bo*  Ibe  Unifold 
really. is  by  sending 
.for  samples 


RETURN  THIS 
COUPON  TODAY' 


Handle  is  ingeniously  die-cut  in  solid  kraft 
reinforcing  back  strip  and  easily  pushes 
into  position  through  die-cut  reinforced 
side  of  box. 


Sturdy  handle  projects  through  side  of  box 
and  opening  closes,  forming  a  neat  appear¬ 
ance.  Fast,  Strong,  Convenient ! 


SAVES  SPACE.  Stacked  under  counter,  they’re  ready  for  use,  occupying 
minimum  space. 


SAVES  MONEY  by  cutting  wrapping  costs.  No  tape,  paper,  or  string  is 
necessary. 


SAVES  TIME.  Can  be  packed  in  less  than  half  the  time  of  an  ordinary  box. 


SO  ATTRACTIVE  AND  EASY  TO  CARRY  .  . .  they  encourage  “take-withs. 


GIVES  CUSTOMERS  MORE  TIME  TO  SHOP  ...  it  takes  only  seconds 
to  convert  single  piece  to  stylish  box,  ready  for  carrying. 


Gardner  New  Unifolds  are  available  in  all 
standard  sizes  and  variety  of  designs. 


Diamond  Gardner  Corporation 

Th*  Qardntr  DivWon,  Rstaii  Bw  Dipt, 
UMtdand  1A  Ohio 


America’s  Leading  Retail  Box  Manufacturer 


The  Gardner  Division 

Retail  Box  Department 

LOCKLAND,  CINCINNATI  15,  OHIO 


Legal  Briefs 


By  James  J.  Bliss,  Counsel,  nrma 


Treasury  Proposes  Excise  Tax  on  Ad  Costs 

Retailers  would  be  required  to  pay  excise  taxes  on 
local  advertising  costs  under  tax  regulations  proposed 
by  the  Treasury  Department.  The  new  rule,  reversing 
Treasury  policy  of  many  years  standing,  would  compel  a 
manufacturer  to  include  so-called  cooperative  advertising 
billings  in  the  taxable  sales  price,  even  though  such  amounts 
are  later  refundable  to  the  retailer.  For  example,  manufac¬ 
turer  X  sells  a  refrigerator  to  retailer  Y  for  $100.  Y  agrees, 
as  a  condition  of  sale,  to  spend  $5  of  his  own  money  on 
l(Kal  advertising.  At  present,  an  excise  tax  is  paid  on 
$100.  The  new  rule  would  require  the  retailer  to  pay  a 
tax  on  $105,  even  though  the  $5  is  paid  to  a  third  party 
(e.g.  ad  agency). 

NRMA  has  vigorously  opposed  the  new  rule,  contending; 
that  higher  taxes  will  add  a  greater  burden  to  hard  gootls 
industries  already  hurt  by  the  recession;  that  the  added  costs 
will  be  passed  on  to  the  consumer,  making  it  more  difficult 
for  her  to  buy;  and  that  cooperative  advertisers  (w'hether  or 
not  they  sell  taxable  items)  may  become  wary  of  the  possible 
income  tax  implications  in  the  ruling  and  severely  restrict 
their  advertising  programs. 

Retailers  Upheld  in  Two  Fur  Act  Rulings 

Retailers  have  been  upheld  in  two  rulings  involving 
the  Fur  Labeling  Act  and  the  Federal  Trade  Commission. 
The  first  ruling  involved  an  FTC  hearing  on  alleged 
violations  of  the  Act  by  a  Boston  retailer.  An  FTC  investi¬ 
gator  testified  on  the  violations  allegedly  uncovered  in  his 
examination.  After  completing  his  cross-examination,  the 
store  attorney  requested  the  investigator’s  report  be  made 
available  for  inspection.  The  hearing  examiner  ruled  that 
the  report  must  be  made  available,  relying  on  the  Supreme 
(x)urt’s  decision  in  the  Jencks  case— that  a  defendant  in  a 
criminal  case  has  the  right  to  examine  statements  submitted 
to  the  government  by  its  witnesses.  The  hearing  examiner, 
however,  carefully  limited  his  decision  to  an  administrative 
proceeding  in  which  the  investigator  appeared  as  a  govern¬ 
ment  witness.  By  implication,  stores  would  have  access  to 
FTC  reports  only  in  instances  where  inconsistencies  might 
arise  between  the  investigator’s  report  and  his  testimony 
at  a  formal  hearing. 

In  the  second  case,  the  FTC  was  ordered  by  the  Federal 
court  to  revise  its  cease  and  desist  order  against  Mantlel 
Brothers.  The  original  order  would  have  required  Mandel 
to  adhere  to  “the  requirements  prescribed  in  sections  4  (a) 
(2)  and  5(b)  (1)’’  of  the  Act  rather  than  to  the  specific 
violations  found  to  have  existed.  Said  the  court,  “We  sub¬ 
scribe  to  the  [FFC’s]  doctrine  that  a  cease  and  desist  order 


does  not  have  to  be  limited  to  the  illegal  practice  in  the 
precise  form  it  is  found  to  exist  .  .  .  but  we  cannot  [require] 
one  to  cease  and  desist  from  doing  that  which  the  Com¬ 
mission  specifically  found  it  did  not  do  .  . 

When  Are  Licenses  Necessary  to  Pipe  Music? 

The  Federal  Copyright  Act  gives  to  the  copyright  owner 
of  a  musical  work  the  exclusive  privilege  of  printing, 
publishing  and  selling  his  creation  as  well  as  the  right  to 
perform  the  work  publicly  for  profit.  The  American  Society 
of  Composers,  Authors  and  Publishers  (ASCAP)  is  the  duly 
authorized  agent  of  most  musical  copyright  owners  in  the 
licensing  of  their  w'orks  for  public  {lerformance,  and  acts  to 
enforce  members’  rights. 

The  courts  have  held  that  the  broadcast  of  copyrighted 
music  over  the  radio  constitutes  a  public  performance  for 
profit  even  though  the  audience  is  not  immediate  and 
assembled  at  the  point  of  broadcast.  Profit  in  this  context 
need  not  be  an  admission  fee  or  other  charge  but  is  sufficient 
if  the  sponsor  obtains  some  indirect  advantage  from  the 
broadcast. 

Whether  the  playing  of  copyrighted  music  in  a  retail 
store,  either  by  radio  or  through  recordings  originating  on 
the  premises,  requires  a  license  would  depend  on  the  par¬ 
ticular  facts.  If  a  retailer,  for  example,  installs  a  radio  in 
his  store  which  is  individually  controlled  and  does  not 
enlarge  the  area  of  reception,  probably  no  license  woidd  be 
necessary.  On  the  other  hand,  where  copyrighted  music  is 
piped  through  a  master  receiver  so  arranged  that  the  store 
management  controls  the  reception  in  the  store,  it  would 
probably  constitute  a  “separate  performance”  for  profit  and 
require  a  license.  By  analogy  to  radio  broadcasts,  the  store 
is  said  to  receive  profit  through  the  enjoyment  and  gootl 
will  that  it  gives  to  the  customers  or  employees.  There 
woidd  appear  to  be  no  difference  in  principle  whether  the 
inusic  is  played  to  benefit  customers,  employees,  or  both, 
although  a  different  fee  may  be  payable  in  each  case. 

No  practical  problem  arises  where  a  store  plays  ASCAP 
recordings  at  the  customer’s  request,  primarily  for  the  pur¬ 
pose  of  encouraging  sales  of  records,  even  though  the  sound 
may  be  broadcast  through  speakers  located  beyond  the  rec¬ 
ord  department.  ASCAP  members  are  obviously  more  iii- 
terested  in  the  larger  royalties  that  accrue  from  safes  than 
the  smaller  license  fees.  A  different  result  would  follow  if 
records  originate  from  the  record  department  to  provide 
background  music  for  customers. 

Of  course,  not  all  recorded  music  is  controlled  by  copy¬ 
right.  Silent  Night  and  Adeste  Fideles,  for  example,  are  in 
the  public  domain. 
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MANAGEMENT 
REPORT 
FROM  DU  PONT 


Background  information  about  important 
Du  Pont  merchandising  programs 

Merchandising  Division,  Textile  Fibers  Dept. 


BETTER  THINGS  FOR  BEHER  LIVING . . .  THROUGH  CHIMISTRY 


SUMMER  TONIC:  ''AUTOMATIC^'  WASH  AND  WEAR 


A  successful  retail  operation,  each  new  generation 
of  merchants  is  taught,  stems  from  finding  and 
featvuing  merchandise  the  customer  wants.  De¬ 
partment  store  history  is  studded  with  examples 
of  retEiilers  who  worked  creatively  with  resources 
to  develop  just  such  merchandise. 

Frequently  today  many  different  industries 
must  work  together  in  research  and  development 
before  a  really  new  product  emerges. 

That’s  hoviF  it  has  been  with  "automatic"  wash 
and  wear  clothing — the  latest  step  forward  in  the 
exciting  concept  of  wash  and  wear.  This  summer, 
stores  cEm  present  a  wide  variety  of  apparel  for 
men’s  Eind  boys’  wear,  and  women’s  and  chil¬ 
dren’s  wear  that  can  be  machine-washed ,  machine- 
dried  at  home  and  ready  to  wear  with  little  if  any 
touch-up  ironing.  These  garments  will  also  show 
excellent  wrinkle  resistance  Emd  crease  retention. 
Both  the  neatness  and  convenience  will  last  the 
life  of  the  gEument  when  it  is  made  with  a  high  per¬ 
centage  of  ‘‘Dacron’’*  polyester  fiber,  ‘‘Orion’’** 
acrylic  fiber  or  nylon. 

To  mEike  possible  this  new  ‘‘automatic’’  con¬ 
cept,  Du  Pont  reseEuoh  went  far  beyond  develop¬ 
ment  of  the  basic  fibers.  Du  Pont  textile  engineers 
worked  with  mills  on  fabric  constructions;  with 
clothing  numufacturers  on  tailoring  techniques 
Emd  findings;  with  applismce  makers  on  the  wash 
cycles  Eind  drying  temperatures  best  suited  for 
“automatic’’  WEish  Emd  wear. 

Your  buyors  have  undoubtedly  seen  this  mer¬ 
chandise  in  the  lines  of  their  resoturces  in  styles 
Emd  prices  that  fit  right  in  with  their  regulsir 
assortments.  Don’t  be  surprised  if  you  receive 


requests  for  enough  budget  to  stock  ‘‘automatic’’ 
wash  and  weEir  in  depth  right  through  the  sum¬ 
mer.  It’s  an  opportunity  to  lift  the  sagging  slim¬ 
mer  sEdes  curve — and  with  full-price,  fiill-mEirk- 
up  promotions  at  that! 

Don’t  be  surprised,  either,  if  your  clothing  and 
appliance  buyers  get  together  on  a  laundering 
demonstration.  Stores  that  pioneered  ‘‘automat¬ 
ic’’  wEish  and  weEir  men’s  suits  lEist  summer  built 
trsiffic,  excitement  and  sEdes  with  such  demon¬ 
strations. 

Although  clothing  enginssred  for  "automatic" 
wash  and  wear  can  be  washed  and  drip-dried, 
thousands  of  homes  Eilready  have  dryers  designed 
to  handle  these  garments.  Most  of  the  1958  dryer 
lines  have  special  settings  for  the  purpose  and 
Eire  advertising  that  fact  to  consumers. 

This  spring  and  summer,  Du  Pont  will  adver¬ 
tise  wash  Eind  weEir  heavily,  including  ‘‘automat¬ 
ic’’  WEish  and  wear.  Clothing  manufacturers  will 
be  playing  it  up  in  their  advertising.  In  other 
words,  mEmy  of  your  customers  will  be  awEire  of 
this  new  convenience. 

This  new  step  towEuxl  cEirefree  clothing  is  a 
development  worth  your  attention.  Would  you 
like  more  facts  about  it?  We’re  ready  with  re¬ 
source  lists,  Edteration  techniques,  blend-level 
facts  and  other  information.  Plesise  contact  Textile 
Fibers  Merchandising,  E.  I.  du  Pont  de  Nemours 
&  Co.  (Inc.),  350  Fifth  Avenue,  New  York  City. 


*0u  Pont'i  r»gW*r«d  IradMiiarli  for  lt«  polyMtcr  llbar. 

**0v  Poftt't  r*oitl«r*d  tradamark  for  ttt  acryUc  flbor. 

Enjoy  Iho  "Du  Pont  Show  of  Iho  Month”  on  CBS-TV 
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the  Month  in  Retailing 


The  “buy-now”  campaigns  that  are 
exploding  all  over  the  country  are 
notable,  certainly,  for  the  gimmicks 
with  which  they’re  tricked  out,  but 
even  more  for  an  unusual  combina¬ 
tion  of  simplicity  and  sophistication 
in  their  approach  to  the  customer. 
They  usually  offer  bargains,  but  they 
don’t  kid  or  baby  the  customer  and 
they  don’t  talk  down  to  her  (or  not 
very  much).  They  assume  she  under¬ 
stands  the  economics  of  the  recession, 
knows  how  important  it  is  for  her  to 
use,  not  hoard,  her  spending  power, 
and  is  capable  of  deciding  she  should 
do  her  bit  to  help  turn  the  economy 
upward.  The  slogan  adopted  by  Wurz¬ 
burg’s  of  Grand  Rapids  epitomizes 
this  reasoning:  “Buy  Days  Mean  Pay 
Days.” 

Were  the  people  wrong  who  feared 
this  kind  of  campaign,  who  said  it 
would  only  convince  the  customer  that 
retailers  w'ere  panicky  and  that  she 
would  be  prudent  to  take  an  even 
tighter  grip  on  the  family  purse 
strings?  It’s  too  early  to  tell,  but  re¬ 
ports  from  many  communities  suggest 
that  customers  are  responding— per¬ 
haps  to  the  bargain  appeal,  jjerhaps  to 
the  sheer  promotional  excitement,  and 
perhaps  even  to  economic  logic. 

At  any  rate,  the  retailers  of  the 
country  are  certainly  supplying  the 
aggressive  promotions  which  the  di¬ 
rectors  of  NRMA  advised  last  month 
in  their  statement  on  the  economy. 
That  statement  also  called  on  retailers 
to  demonstrate  their  own  confidence 
in  the  future  by  going  ahead  with 
building  and  expansion  plans,  by  en¬ 
couraging  more  use  of  credit— on  long¬ 
er  terms  if  necessary— and  by  not  starv¬ 
ing  their  inventories. 

Do  -  It  -  Yoursolf  Prescription.  The 

NRMA  statement  is,  in  one  respect, 
unique.  Unlike  most  of  the  anti-reces¬ 
sion  literature  that’s  been  tumbling  off 
the  presses,  it  is  not  devoted  to  what 


other  people  should  do.  It  limits  it¬ 
self  strictly  to  pointing  out  what  retail¬ 
ers  themselves  can  do. 

Here  is  the  directors’  statement,  re¬ 
leased  by  George  W.  Dowdy,  NRMA 
president,  immediately  after  the  board 
met  on  April  21st: 

“The  directors  feel  there  are  many 
ways  a  merchant  can  express  his  con¬ 
fidence  in  the  economy  and  instill  the 
same  confidence  in  the  consumer, 
while  at  the  same  time  taking  the  steps 
necessary  to  start  the  wheels  of  indus¬ 
try  turning  again  at  full  capacity. 
They  make  these  specific  recommenda¬ 
tions  to  the  Association’s  members: 

“1.  Demonstrate  your  confidence  by 
going  ahead  with  your  plans  for  capi¬ 
tal  expansion  and  modernization  as 
many  retailers  throughout  the  country 
already  are  doing. 

“2.  Instill  this  same  confidence  in 
your  customer  by  letting  her  know'  of 
your  optimism  and  what  you  are  doing 
to  support  it. 

"3.  Work  with  all  the  moulders  of 
public  opinion  in  your  community— 
newspaf)ers,  radio,  television,  civic 
groups— to  spotlight  the  positive  ele¬ 
ments  in  the  economy  and  the  steps 
you  and  others  are  taking  to  strength¬ 
en  the  economic  conditions  in  your 
community. 

“4.  Take  an  active  part  in  com¬ 
munity  efforts  to  support  every  con¬ 
structive  campaign  to  dramatize  the 
basic  soundness  of  the  economy,  such 
as  the  current  ‘Confidence  in  a  Grow¬ 
ing  America’  campaign  being  con¬ 
ducted  by  the  Advertising  Council. 

“5.  Maintain  retail  inventories  at 
practical  levels  and  urge  manufactur¬ 
ers  to  do  the  same. 

“6.  Make  it  possible  for  the  con¬ 
sumer  to  buy  now  what  she  wants  and 
needs  on  credit  terms  she  can  meet. 
Where  circumstances  make  it  difficult 
for  customers  to  pay,  give  them  extra 
time  to  do  so. 

“7.  Create  even  greater  values  in 


merchandise. 

“8.  Aggressively  promote  the  val¬ 
ues  you  create.  Maintain  your  adver¬ 
tising  expenditures  at  least  at  current 
levels.  Make  sure  that  every  dollar  in¬ 
vested  is  spent  most  productively  to 
sell  merchandise. 

“9.  Constantly  search  for  items  of 
new  interest  and  appeal  the  customer 
wants.  Then  work  w'ith  the  manufac¬ 
turer  to  make  sure  you  get  that  type 
of  merchandise  for  her. 

"10.  Spend  more  time  and  effort  in 
training  your  sales  force  to  do  a  better 
job  of  selling  and  serving  the  con¬ 
sumer. 

“11.  Resist  aggressively  every  un¬ 
realistic  demand  for  increased  costs  of 
any  kind. 

“12.  Intensify  your  efforts  to  bring 
about  the  repeal  of  the  unsound  war¬ 
time  excise  taxes  which  directly  f)enal- 
ize  the  consumer  and  serve  as  a  stiong 
deterrent  to  wider  purchases.” 

Some  Retail  Spending  Programs. 

Montgomery  Ward  announced  plans 
for  construction  of  a  large  new  dis¬ 
tribution  center  at  Kansas  City,  Mo., 
and  nine  full-line  department  stores 
in  various  parts  of  the  country.  John 
A.  Barr,  chairman  and  president  of 
Ward’s,  said  he  is  confident  that  the 
recession  is  a  temporary  condition  and 
that  his  firm  is  not  altering  it?  long¬ 
term  expansion  plans  because  of  it. 

Ward’s  new  full-line  department 
stores  will  average  about  125,000  square 
feet.  Each  will  have  outside  selling 
space,  averaging  8,500  square  feet,  for 
the  sale  of  shrubbery,  garden  supplies, 
etc.  Each  store  will  have  a  separate 
automobile  service  and  accessories 
building. 

These  nine  new  outlets  are  in  addi¬ 
tion  to  five  stores  which  are  being 
o{)ened  this  year,  and  six  previously 
announced  for  1959  and  1%0. 

The  new  Kansas  City  distribution 
(Continued  on  page  73) 
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SKILLFUL  PRESENTATION  AND 
DISTRIBUTION  OF  NEW  PRODUCTS 
AND  IDEAS.  ESPECIALLY  THE 
klylANY  THAT  HAVE  BROUGHT  A  NEW 
1^  MEASURE  OF  BEAUTY  AND  A 
UTILITY  TO  FAMILY 
LIFE. 


Tngress  k  Our  Most  hnpoHont  f^oduct 
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SO  WHOS  SURPRISED?  WITH  THE 
GREAT  BUNCH  OF  RETAILERS  THEYUE 
GOT  HOW  COULD  THEY  MISS! 


HP/  CHARLIE,  HOW  ABOUT  THAT 
GE  WALKING  OFF  WITH 
TOP  HONORS  THIS  YEAR? 


AWARDED 


TO 


APRIL 


1958 


Below  is  the  famous  Howard  G.  Ford  Award,  presented 
annually  by  the  Sales  Managers’  Association  of  Phila¬ 
delphia  to  “that  company  in  the  United  States  which, 
during  the  year,  has  made  the  most  outstanding  contri¬ 
bution  in  distribution,  with  particular  emphasis  on  out¬ 
standing  achievement  in  sales  management.” 

This  year’s  Howard  G.  Ford  Award  winner  is  the 
General  Electric  Company,  “for  skillful  presentation 


and  distribution  of  new  products  and  ideas.  Especially 
the  many  that  have  brought  a  new  measure  of  beauty 
and  utility  to  family  life.” 

The  award  was  presented  at  a  formal  dinner  held  at 
the  Bellevue-Stratford  Hotel  in  Philadelphia  on  Tuesday 
evening,  April  15. 

General  Electric  Company,  Appliance  and  Television 
Receiver  Division,  Appliance  Park,  Louisville  1,  Ky. 


T.  ’-A  t  V  '-J. 


The  Merchandising  Division’s  Fourth  Annual  Home  Furnishings  Conference, 
held  in  New  York  on  April  1st  and  2nd.  drew  an  audience  of  three  hundred. 


Merchandising  the 
Home  Furnishings 
Departments 


Kenneth  Kolker  of  Abraham  &  Straus,  chairman  of  the 
conference  program  committee;  Ralph  C.  Gray  of  Halle 
Bros.,  and  D.  F,  Cameron,  Jr.,  of  Miller’s,  Knoxville, 
Tenn.  All  are  directors  of  the  Home  Furnishings  Group. 


Department  store  home  fur¬ 
nishings  merchandisers  listened 
with  interest  and  patience  last  month 
to  manufacturers  who  criticized  their 
operation  of  furniture  and  appliance 
departments.  But  nothing  that  they 
heard  during  the  two-day  meeting  of 
the  NRMA  Home  Furnishings  Group 
in  New  York  changed  their  conviction 
that  manufacturers  are  resjKjnsibie  for 
the  chief  problems  in  these  two  fields 
and  that  manufacturers  must  correct 
them. 

In  furniture,  poor  quality  control 
and  inadequate  inspection  at  the  fac¬ 
tory  burden  stores  with  excessive 
workroom  and  handling  costs,  hinder 
the  development  of  economical  pre¬ 
packs  and  drain  off  profits.  Stores  do 
not  intend  to  “crack  down”  overnight 
on  these  faulty  shipments;  through 
NRMA  and  individually  they  will 
work  with  manufacturers  to  achieve 
satisfactory  quality  and  inspection 
standards  at  the  factories.  But  it  was 
made  clear  that  they  do  not  intend  to 
continue  paying  the  cost  of  putting 
merchandise  into  salable  condition. 

In  the  major  appliance  field,  the 
merchandisers  were  told,  they  should 
lift  themselves  above  price  competi¬ 
tion  by  concentrating  on  top-of-the- 
line  merchandise.  But  they  did  not 
find  this  advice  satisfactory.  It  does 
not  answer  their  question:  Why  should 
we  invest  our  money,  prestige  and 
good  will  in  the  creation  of  a  market 
for  the  discount  house? 

These  were  the  two  troublesome 
issues  that  came  up.  Otherw’ise,  the 
noticeable  thing  about  the  conference, 
devoted  to  the  over-all  theme  of  how 
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Carpet  of  Super  L  rayon  BEFORE  test 


AFTER  6  months 
in  public  elevator 


Ordinary  rayon  carpet  BEFORE  test 


AFTER  6  months  in  public  elevator 


Ordinary  rayon  carpet  AFTER  8  weeks  in  entryway 


Carpet  of  Super  L  rayon  AFTER  same  test 


COMPELLING  PROOF 


that  you  can  sell  Super  L  with  confidence 


possessing  remarkable  resistance  to 
wear  and  soiling.  And  here  are  more 
facts  that  make  the  urge  to  buy  ir¬ 
resistible.  Avisco®  rayon’s  ability 
to  take  brilliant,  clear  colors;  free¬ 
dom  from  lint  and  moths;  consumer 
confidence  iri  the  Avisco  Integrity 
Tag.  No  wonder  sales  of- Super  L 
carpets  are  skyrocketing. 


The  proof  is  in  these  startling, 
unretouched  photographs  of  tests 
before  and  after  (upper  views) 
6  months  of  heavy  wear  in  a  public 
elevator  and  after  (lower  view)  8. 
weeks  of  dust,  soot,  mud  and  snow. 

It  takes  realistic  facts  like  these 
to  arouse  customers’  urge  to  bay 
carpets  made  of  Super  L®  fibers 


A  qvayifr  toipat 
(ontointaff  Arltco  fibtn 


AVISCC^ 


MKRICJtN  VISCOSE  CORPORATION,  350  FIFTH  AVENUE,  NEW  YORK  1,  N.Y. 
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to  increase  volume  ami  cut  expenses, 
was  the  confidence  which  pervaded 
the  discussions.  Even  against  the 
background  of  a  business  recession, 
success  stories  about  specific  ojrera- 
tions  were  numerous.  And  generally 
they  reflected  an  increased  interest  in 
item  profitability  and  the  use  of  mer¬ 
chandise  management  accounting. 

Home  Furnishings  Group  directors 
who  served  as  chairmen  of  the  six  ses¬ 
sions  were:  Donald  F.  Cameron,  Jr., 
Miller  Bros.,  Knoxville,  Tenn.;  John 
J.  Mahoney,  John  Wanamaker,  Phila¬ 
delphia;  Robert  Lauter,  Macy’s,  New 
York;  Lawrence  Moore,  Kresge,  New¬ 
ark;  Kenneth  Kolker,  Abraham  & 
Straus,  and  Charles  Fletcher,  Bur- 
dine’s. 

Costly  Furniture  Defects 

Defective  furniture  deliveries 
from  manufacturers  are  costing 
stores  three  per  cent  of  furniture  sales 
in  workroom  costs  alone,  said  Claude 
W.  Stewart,  operations  superintendent 
of  John  Wanamaker,  Philadelphia  and 
chairman  of  the  NRMA  Committee 
on  Furniture  Inspection  and  Prepack¬ 
ing.  Defective  merchandise  means 
other  costs  too:  the  extra  delivery  costs 
incurred  when  unsatisfactory  merchan¬ 
dise  is  returned  by  the  customer,  the 
cost  of  making  adjustments  to  custom¬ 
ers,  and  the  sales  volume  lost  to  the 
store  because  customers  are  dissatisfied. 

Profit  in  furniture  departments,  said 
Mr.  Stewart,  depends  on  a  reduction 
of  handling  costs,  and  the  most  prom¬ 
ising  opportunity  for  reducing  hand¬ 
ling  costs  lies  in  the  development  of 
prepacking.  But  poor  factory  quality 
control  and  inspection  are  defeating 
the  purpose  of  prepacking: 

“We  cannot  deliver  prepacked  mer¬ 
chandise  to  our  customers  with  any 
success  until  this  merchandise  is  prop¬ 
erly  constructed  and  finished  in  the 
factory  before  it  is  placed  in  the  car¬ 
ton;  and,  further,  until  the  carton  it¬ 
self  is  of  such  quality  and  design  that 
the  furniture  arrives  at  our  receiving 
door  in  satisfactory  condition.” 

Store  Experience.  In  March  the  NRMA 
committee  completed  a  survey  of  ex¬ 
perience  among  473  stores.  It  showed 
that  some  manufacturers’  shipments 
were  100  per  cent  defective.  With  most 
manufacturers  the  proportion  of  de¬ 


.Speakers  Nathan  S.  Ancell  of  T.  Baumritter  Co., 
C.  W.  Barnett  of  Hochschild,  Kohn  &  Co.,  and 
Claude  W.  Stewart  of  John  Wanamaker. 


fective  shipments  is  around  30  per 
cent.  Here  is  one  store’s  rundown  of 
what  w'as  wrong  with  its  deliveries 
from  three  manufacturers: 

74%  of  one  shipment  came  with  all 
dowe^  joints  loose. 

70%  of  one  shipment  of  chairs  had 
ragged  edges  of  fabric  showing. 

80%  of  one  shipment  of  dressers  had 
loose  center  dividers. 

60%  of  one  shipment  of  dressers  had 
open  joints. 

50%  of  one  shipment  of  tables  had 
slides  improperly  fitted,  leaf  and 
base  fit  poor. 

30%  of  one  shipment  of  tables  had 
poor  gluing. 

60%  of  one  shipment  of  dresser  mir¬ 
rors  were  chipped  and  cloudy. 

40%  of  one  shipment  of  tables  had 
splits,  cracks  and  improper  repairs, 
and  had  dirt  under  the  finish. 

.30%  of  one  shipment  of  extension 
tables  had  leaf  pins  which  had  to  be 
refitted. 

30%  of  one  shipment  of  dressers  had 
improperly  fitted  drawers,  poor  glu¬ 
ing  and  defective  finishes. 
Describing  this  store’s  experience  as 
“fairly  typical,”  Mr.  Stewart  added: 


“Deliveries  so  overwhelmingly  defec¬ 
tive  would  indicate  not  poor  inspec¬ 
tion  or  indifferent  inspection  or  unin¬ 
formed  inspection,  but  no  inspection.” 

Committee's  Goals.  The  NRMA  cam¬ 
paign  to  correct  this  situation  has  two 
parts:  (1)  to  establish  a  general  store 
policy  of  rejecting  defective  merchan¬ 
dise  or  charging  the  vendor  for  repairs; 
(2)  to  work  with  the  furniture  indus¬ 
try  to  get  better  factory  inspection 
standards. 

This  is  the  store  policy  recom¬ 
mended: 

“(1)  A  clear  cooperative  agreement 
between  management  and  merchan¬ 
dising  is  essential.  Points  such  as  de¬ 
gree  of  inspection,  disprosition  of  re¬ 
jects,  authority  of  inspectors  and  liai¬ 
son  with  vendors  should  be  understocxl 
and  agreed  upon. 

“  (2)  Inspectors,  having  been  propj- 
erly  trained,  must  be  trusted  and 
should  have  the  courage  to  reject  all 
defective  merchandise. 

“  (3)  Final  disposition  should  be  (a) 
return  to  vendor  at  his  expense,  or  (b) 
charge-back  of  cost  of  repair  to  ven¬ 
dor,  or  (c)  repair  furnished  by  vendor 


Mahoney  Elected  Home  Furnishings  Chairman  / 

JOHN  J.  MAHONEY,  vice  president  of  John  Wanamaker,  Philadelphia,  was 
elected  chairman  of  the  Home  Furnishings  Group  at  the  board  of  directors 
meeting  held  during  the  annual  conference  last  month.  He  succeeds  Sam 
Hillman  of  Wolf  &  Dessauer.  Clinton  Scheder,  divisional  merchandise  man¬ 
ager  at  Ed.  Schuster  &  Co.,  was  elected  vice  chairman,  the  post  held  last 
year  by  Mr.  Mahoney.  New  directors  elected  to  succeed  those  who  have 
completed  their  three  year  terms  are:  Kenneth  Kolker,  Abraham  &  Straus; 
Richard  Falcone,  Gimbel's,  New  York;  Ralph  M.  Cole,  Wm.  H.  Block  Co., 
and  C.  W.  Barnett,  Hochschild,  Kohn  &  Co. 

The  directors  voted  to  hold  next  year's  Home  Furnishings  Conference  in 
New  York  on  March  18th  and  19th. 
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through  local  service  company. 

"  (4)  An  initial  check  of  10  per  cent 
on  prepacks  is  suggested;  the  results 
of  this  check  would  determine  further 
inspection  where  indicated. 

“  (5)  Keep  accurate  statistics  on  re¬ 
sults  of  incoming  inspection  and  on 
complaints  following  deliver)'. 

“  (6)  Maintain  an  aggressive  follow¬ 
up  with  individual  vendors  based  on 
results  of  inspection  plus  data  from 
customer  complaints.” 

To  support  the  work  of  the  national 
NRMA  committee,  regional  commit¬ 
tees  are  being  set  up  in  important  re¬ 
tail  centers.  They  will  reinforce  the 
w'ork  of  gathering  statistics  on  defec¬ 
tive  furniture  deliveries  and  channel 
this  information  to  the  central  com¬ 
mittee.  Analyses  of  the  information 
will  be  supplied  by  the  central  com¬ 
mittee  to  stores  and  to  manufacturers. 

“This  is  not  a  punitive  campaign 
designed  to  belabor  our  vendors,” 
said  Mr.  Stewart.  “It  is  rather  an  ur¬ 
gent  appeal  to  retailers  and  manufac¬ 
turers  alike  to  join  forces  in  an  action 
which  will  benefit  all  of  us.” 

Holu  to  Sell  Furniture 

fft  SINCERELY  believe  that  unless 

I  you  make  some  serious  changes 
in  your  thinking  and  methods,  you  are 
in  danger  of  becoming  mass  discount¬ 
ers  of  low-priced  furniture,  which  will 
result  in  a  costly  and  profitless  opera¬ 
tion.”  Nathan  S.  Ancell,  president  of 
T.  Baumritter  Co.,  said  that  this  warn¬ 
ing  w-as  intended  for  98  per  cent  of 
department  stores,  and  he  added:  “I 
caution  you  not  to  be  too  hasty  in  in¬ 
cluding  yourself  in  the  select  two  per 
cent.” 

He  advised  stores  to  scrap  the  pres¬ 
ent  departmental  organization  of  their 
home  furnishings  divisions,  saying: 
“Your  department  system  of  separat¬ 
ing  the  related  elements  of  home  fur¬ 
nishings  is  outmoded  and  prevents  you 
from  selling  the  correlation  and  co¬ 
ordination  needed  by  your  customers.” 

Mr.  Ancell  described  furniture  de¬ 
partment  housekeeping  and  display 
maintenance  as  “submarginal”  and 
department  store  salespeople  as  “ama¬ 
teurish.”  He  said  that  the  department 
store  neglects  long  range  planning  in 
favor  of  a  quick  dollar;  that  it  places 
destructive  emphasis  on  price  and 
price  comparatives,  and  that  its  re¬ 


source  relations  are  poorly  managed. 

Having  delivered  these  charges  to  an 
audience  of  merchandise  managers 
and  buyers,  Mr.  Ancell  added  that 
most  of  the  weakness  he  criticizes  can 
be  traced  to  top  management  failure. 

“By  and  large,”  he  said,  “your  top 
managements  have  been  and  are  prej¬ 
udiced  against  furniture  in  favor  of 
soft  goods.  They  have  not  learned  to 
understand  the  problems  and  poten¬ 
tials  of  furniture.  It  is  well  accepted 
in  the  trade  that  they  tolerate  the 
furniture  department  as  an  evil  neces¬ 
sary  to  a  complete  department  store. 
The  result  is  that  very  little  positive 
and  creative  thinking  is  devoted  to 
making  the  furniture  department  a 
profitable  asset  to  the  store  and  a  serv¬ 
ice  to  the  community.  There  are  too 
many  alert  and  progressive  merchan¬ 
dise  men  and  buyers  who  are  constant¬ 
ly  frustrated  by  top  management’s  re¬ 
fusal  to  cooperate  in  the  solution  of 
our  furniture  problems.” 

Department  Reorganization.  The  de¬ 
partmental  barriers  that  separate  the 
buying,  selling  and  display  of  closely 
related  merchandise  in  the  home  fur¬ 
nishings  division  should  come  down, 
said  Mr.  Ancell,  for  they  frustrate  the 
customer  and  kill  her  buying  enthusi¬ 
asm.  Instead  of  having  all  bedroom 
furniture  in  one  place,  all  living  room 
furniture  in  another,  and  lamps,  floor 
coverings  and  other  home  furnishings 
items  all  segregated  and  separately 
merchandised,  he  suggested  a  series  of 
complete  specialty  shops:  a  Contempo¬ 
rary  Shop,  an  Early  American  Shop, 
an  18th  Century  Shop,  “and  as  many 
other  such  areas  as  the  size  of  your 
store  can  accommodate.”  In  each  of 
these  shops  coordinated  furniture, 
floor  coverings,  accessories  and  fabrics 
would  be  not  only  displayed  together 
but  also  sold  together.  Each  such  shop 
would  be  handled  by  a  sales  manager, 
reporting  to  a  general  sales  manager 
for  the  entire  home  furnishings  divis¬ 
ion. 

The  assortment  in  each  of  these 
“style  areas”  would  be  limited  to 
“enough  pieces  to  answer  reasonable 
uses  and  needs  with  a  reasonable  price 
consistency.”  And  this,  said  Mr. 
Ancell,  would  tighten  up  department 
store  inventory  policies,  which  he  finds 
formless  and  wasteful. 

Mr.  Ancell  said  he  realized  that  to 


carry  out  his  proposals  would  mean 
“a  major  engineering  job,”  involving 
space,  product  and  personnel,  and  re¬ 
quiring  the  wholehearted  cooperation 
of  top  management.  But  the  advan¬ 
tages,  he  predicted,  would  be  many. 
Purchase  planning  would  be  simpli¬ 
fied,  inventory  stabilized  at  lower  lev¬ 
els,  the  sale  of  medium-  to  better-price 
furniture  encouraged.  Buying  would 
be  concentrated  with  fewer  resources, 
and  suppliers  would,  consequently, 
offer  more  cooperation.  As  for  the  cus¬ 
tomer,  she  would  find  in  such  carefully 
planned  stocks  and  displays  an  almost 
automatic  guide  to  home  decoration, 
which  would  mean  quicker  and  more 
confident  buying  decisions. 

Obsolescence  Question.  Mr.  Ancell 
emphatically  did  not  go  along  with 
the  argument  that  what  the  furniture 
industry  needs  is  artificial  obsolescence 
created  by  changing  styles  for  every 
market.  On  the  contrary: 

“We  are  all  on  a  kick  of  constantly 
changing  patterns  and  styles  that  is 
raising  havoc  not  only  with  manufac¬ 
turing  costs  but  also  with  your  costs. 
Most  of  the  industry  is  so  new-product 
crazy  that  the  only  obsolescence  we 
have  is  that  of  our  own  inventories 
and  we  thereby  create  a  steady  flow  of 
closeouts  and  markdowns.  Why  should 
you  take  basically  good  furniture  off 
your  floor  before  you  have  even  had  a 
fair  chance  to  do  a  decent  distribution 
job  w’ith  it?  In  factory  parlance,  you 
do  not  even  amortize  your  set-up  costs 
before  you  drop  merchandise!  We 
should  substitute  for  the  phrase, 
‘What’s  new’?’,  the  phrase,  ‘What’s 
good?’.  What’s  old  to  you  executives 
is  new’  to  95  per  cent  of  your  custom¬ 
ers.” 

A  retailer  in  the  audience  said  that 
the  decision  to  change  patterns  is  sure¬ 
ly  controlled  by  the  manufacturers. 
Often  a  retailer  finds  that  a  line  he 
likes  has  been  changed  or  discontinued 
by  the  manufacturer.  What,  he  asked, 
can  the  retailer  do  about  it?  Mr.  An¬ 
cell  said  that  manufacturers  would  go 
along  if  retailers  would  take  a  firm 
stand,  refusing  to  buy  newness  just  for 
the  sake  of  newness.  As  for  getting 
assurance  that  a  good  line  will  not  be 
suddenly  dropped,  he  advised  stores 
to  choose  resources  mo^e  carefully  and 
to  find  out  in  advance*  what  the  life 
of  the  style  will  be. 
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Clinton  Scheder  of  Ed.  Schuster  &  Co.  and  Jack 
Blau  of  The  Hecht  Company,  Baltimore,  Md. 
Mr.  Scheder  is  the  newly-elected  vice  chairman 
of  the  Home  Furnishings  Group  and  was  chair¬ 
man  of  the  conference  publicity  committee. 


The  new  chairman  of  the  Home  Furnishings  Group,  John  J. 
Mahoney,  with  (center)  Charles  K.  Reiger  of  General  Elec¬ 
tric  and  (right)  J.  Gordon  Dakins  of  NRM.\.  Mr.  Mahoney, 
now  with  John  VVanamaker,  will  soon  join  Barker  Bros.,  as 
executive  vice  president  and  general  merchandise  manager. 


National  Furniture  Promotion 

The  furniture  industry  hopes  to  get 
a  sales-building  public  relations 
program  started  next  January.  Much 
of  the  preliminary  work  has  been 
done,  by  means  of  a  $50,000  fund 
raised  by  manufacturers  and  furniture 
stores.  To  finance  the  program  itself, 
the  fund-raising  goal  for  this  year  is 
$300,000. 

Harry  Schacter,  president  of  the 
Banner-Whitehill  Corporation  and 
chairman  of  the  Furniture  Industry 
Committee,  came  to  the  Home  Fur¬ 
nishings  Conference  to  ask  for  the  co¬ 
operation  of  department  stores.  “The 
economic  health  of  the  furniture  busi¬ 
ness,”  he  said,  “is  indivisible.  When 
furniture  stores  are  sick,  furniture  de¬ 
partments  in  department  stores  are 
sick.” 

The  furniture  industry,  he  said,  is 
a  backw^ard  industry.  Of  the  .3,700 
manufacturing  units  in  it,  more  than 
half  averaged,  in  1953,  only  $70,000 
worth  of  busine,ss  a  year.  A  compar¬ 
able  situation  exists  in  the  retail  end 
of  the  business.  Here  Mr.  Schacter 
used  the  statistics  of  the  1948  Census 
of  Business,  which  showed  that  there 
were  29,000  furniture  stores  in  the 
country,  and  that  they  were  mostly 
very  small  stores.  The  average  annual 
volume  in  1948  was  $125,000,  or  about 
$400  a  day.  Only  three  per  cent  of  all 
the  furniture  stores  did  more  than 
$500,000  a  year. 

An  industry  in  which  such  small 
units  predominate  is  truly  still  in  its 
“horse  and  buggy  days,”  said  Mr. 
Schacter,  and  it  has  lost  ground  alarm¬ 
ingly  to  others  which  are  dominated 
by  big  companies  with  the  resources 


for  massive  sales  promotion  efforts. 
The  only  way  for  the  furniture  indus¬ 
try  to  make  an  equal  promotional  im¬ 
pression  is  by  cooperative  effort. 

Today  the  furniture  industry’s  share 
of  the  consumer’s  dollar  is  down  to  1  i/o 
cents.  Between  1948  and  1956,  while 
expenditures  for  automobiles  increased 
56  per  cent,  expenditures  for  furniture 
increased  only  22  per  cent. 

“Your  business  and  ours,”  warned 
Mr.  Schacter,  “is  in  serious  danger. 
But  we  now  have  an  opportunity,  such 
as  we  have  never  had  before,  to  re¬ 
verse  the  trend  of  our  steadily  dimin¬ 
ishing  share  of  the  consumer’s  dollar. 
We  can  do  it  only  by  working  together 
on  a  national  scale.  Little  furniture 
stores  and  little  manufacturers  cannot 
do  it  by  themselves.” 

The  Chicago  Plan.  He  reviewed  the 
history  of  the  Chicago  Plan  and  the 
efforts,  now  reaching  success,  to  make 
it  national.  Last  summer,  each  furni¬ 
ture  manufacturer  who  billed  mer¬ 
chandise  to  cooperating  retailers  in 
the  Chicago  area  added  4/lOths  of  one 
jjer  cent  to  each  invoice.  The  money 
so  collected  was  turned  over  to  the 
Better  Home  Furnishings  Council  of 
Chicago,  and  it  was  used  for  an  area¬ 
wide  program  of  public  relations— in¬ 
cluding  a  substantial  donation  to  the 
Better  Business  Bureau  of  Chicago  to 
help  clean  up  misleading  advertising. 
The  Chicago  Plan  began  with  22 
stores:  totlay  over  220  are  cooperating. 

The  move  to  translate  the  Chicago 
Plan  into  a  national  one  began  last 
fall.  Through  the  efforts  of  the  Fur¬ 
niture  Industry  Development  Com¬ 
mittee  the  initial  fund  of  $50,000  w’as 
raised,  a  public  relations  firm  was  en¬ 
gaged,  and  a  program  was  formulated. 


The  objectives  are  to  unite  and  or¬ 
ganize  the  many  small  units  of  the 
industry  so  that  they  can  work  to¬ 
gether  effectively;  to  increase  respect 
for  and  public  confidence  in  the  fur¬ 
niture  business,  and  to  achieve  for 
the  industry  a  larger  share  of  the  cus¬ 
tomer’s  dollar.  To  help  accomplish 
this,  the  Committee  aims  to  attract  a 
“better  typ>e  of  personnel;”  to  improve 
standards  of  furniture  advertising; 
to  change  in  some  measure  the  direc¬ 
tion  of  furniture  advertising  away 
from  price  and  towards  style  and 
quality. 

Above  all,  the  industry  hopes  to 
establish  in  the  customer’s  mind  the 
idea  of  style  obsolescence. 

Presentation  at  June  Market.  Final 
details  of  the  program  are  to  be 
polished  up  this  month  and  next,  and 
on  June  16th  it  is  to  be  presented  to 
the  industry  at  a  dinner  meeting  at  the 
Conrad  Hilton  Hotel  in  Chicago.  Mr. 
Schacter  invited  and  urged  every  de¬ 
partment  store  merchandiser  attend¬ 
ing  the  Chicago  market  to  come  to  the 
meeting.  The  presentation  that  tvill 
be  made  there,  and  at  the  other  mar¬ 
kets  throughout  the  summer,  will  be 
for  the  purpKJse  of  building  the  indus¬ 
try  fund  to  $300,000  by  fall.  The  plan 
is  for  the  manufacturing  end  of  the 
industry  to  match  retail  contributions 
dollar  for  dollar. 

“Are  you  going  to  sit  by  and  wait 
it  out,”  he  asked,  “or  will  you  pitch 
in  with  everything  you’ve  got  to  carry 
your  full  share  of  the  burden?  That 
answer  is  up  to  you.  In  the  Chicago 
Plan,  only  one  department  store  group 
was  involved— Wieboldt’s.  .\sk  their 
vice  president,  Len  Stratton,  what 
effect  this  had  on  his  volume,  his 
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markup  and  his  furniture  department 
profits  and  you  will  know  why  he  is 
so  wholeheartedly  behind  our  national 
program. 

“We  in  the  furniture  store  business 
have  been  carrying  the  entire  burden. 

I  think  the  time  is  clearly  here  when 
you  in  the  department  store  business, 
following  your  own  enlightened  self- 
interest,  should  pitch  in  and  help.” 

.\sked  if  he  thought  the  program 
could  succeed  without  department 
store  sup{X)rt,  Mr.  Schacter  said  he  be¬ 
lieved  it  would:  department  stores,  he 
pointed  out,  do  only  12  per  cent  of  the 
total  furniture  volume.  Nevertheless, 
he  said,  the  program  needs  the  unity 
and  the  prestige  as  well  as  the  money 
that  department  store  cooperation 
would  bring. 

Appliances  and  Profits 

EPARTMENT  stores  are  letting 
the  really  profitable  business  in 
appliances  go  by  default,  charged 
Charles  K.  Reiger,  a  vice  president  of 
the  General  Electric  Company.  They 
keep  up  a  constant  pressure  for  price 
leaders,  he  said,  and  they  promote  low- 
price  merchandise,  while  neglecting 
the  built-in  and  complete  kitchen  busi¬ 
ness  that  the  department  store  should 
be  well  qualified  to  handle. 

“We  have  to  convince  you,”  he  said, 
“that  price  beating  competition  isn’t 
going  to  improve  your  results.  The 
successful  guys  in  our  business  are  sell¬ 
ing  the  big  boxes,  where  there’s  no 
low-price  competition.  If  you  want 
to  stay  in  this  business,  don’t  let  the 
corner  store  take  it  away  from  you. 
Stop  pressing  the  bottom  of  the  line. 
You’re  supposed  to  be  the  world’s 
greatest  merchants.  But  you’re  not 
doing  very  well  when  you  take  less 
than  eight  per  cent  of  the  total  appli¬ 
ance  business.”  • 

When  it  comes  to  new  products,  the 
department  store,  in  Mr.  Reiger’s 
opinion,  “talks  a  good  game,”  but 
doesn’t  follow  through.  He  said: 

“It’s  not  unusual  to  hear  some  de¬ 
partment  stores  make  the  statement 
that  they  must  get  set  to  capitalize  on 
this  or  that  new  appliance.  Invariably, 
when  they  do  this  they  get  their  eye 
off  the  ball.  As  an  example,  you’re 
concerned  about  the  new  electronic 
oven.  But  meanwhile  you’re  letting 
the  built-in  oven  business  go  to  plumb¬ 


ers  and  appliance  dealers.  Do  you 
realize  that  department  stores  sold 
only  2.5  per  cent  of  the  built-in  ovens 
last  year?  But  we  are  selling  six  built- 
in  ovens  for  every  four  free-standing 
ranges.  And  as  to  built-in  kitchens, 
there  may  be  a  recession  but  for  the 
year  to  date  G.  E.  sales  of  these  are 
18  per  cent  above  a  year  ago.  Another 
example  is  the  dishwasher.  Depart¬ 
ment  stores  wouldn’t  touch  it  for  years. 
Portables  did  excite  you  somewhat, 
but  the  built-in  you  called  a  headache. 
That  built-in  dishwasher  business  is 
going  up  like  a  skyrocket,  but  the 
plumbers  are  getting  it.” 

Over-Franchising?  Turning  to  one  of 
the  chief  sources  of  friction  in  manu¬ 
facturer-distributor-retailer  relations 
in  this  field,  Mr.  Reiger  commented 
that  he  believed  that  manufacturers, 
especially  General  Electric,  have  cut 
back  their  dealer  structure  sufficiently 
so  that  there’s  more  profit  potential 
for  retailers.  But  he  asked  stores  to 
bear  in  mind  that  they  help  to  create 
what  they  call  over-franchising  when 
they  put  their  emphasis  on  low-priced 
merchandise: 

“The  first  decision  of  the  manufac¬ 
turer  or  his  distributor  is  how  many 
dealers  and  what  type  of  dealers  will 
be  required  to  produce  the  needed  vol¬ 
ume  on  a  continuing  basis.  ...  If  the 
number  and  types  selected  by  him  do 
not  have  either  the  desire  or  the  abil¬ 
ity,  he  must  then  consider  the  addition 
of  other  dealers.  He  takes  this  last  step 
reluctantly,  because,  in  the  economics 
of  the  matter,  the  manufacturer  or  dis¬ 
tributor  is  best  served  if  he  can  deal 
with  just  as  few  franchised  dealers  as 
possible  who  will  produce  the  targeted 
sales  volume. 

“If  the  distributor  becomes  too  ag¬ 
gressive  in  trying  to  excite  the  retailer 
to  do  more  business,  the  dealer  is  like¬ 
ly  to  adopt  the  attitude  that  the  dis¬ 
tributor  is  trying  to  dictate  to  him 
how  to  conduct  his  business.  On  the 
other  hand,  if  the  dealer  can’t  meet 
the  volume,  the  distributor  must  add 
other  dealers  and  then  the  existing 
ones  accuse  him  of  over-franchising.” 

Price  Competition.  Pressure  to  force 
appliance  prices  down  must  have  its 
limits,  said  Mr.  Reiger.  Price  lower¬ 
ing  is  right  if  it  results  from  lower 
manufacturing  or  distributing  costs. 


If  it  is  the  result  of  lowered  quality,  it 
defeats  its  own  purpose.  If  the  price 
cut  comes  out  of  the  manufacturer’s 
research  program,  it  will  be  at  the  ex¬ 
pense  of  future  volume.  If  the  manu¬ 
facturer  takes  the  price  cut  out  of  his 
profits,  “he  is  in  effect  signing  his 
death  warrant,”  and  a  price  cut  for 
the  distributor  could  put  him  out  of 
business  or,  at  best,  sharply  reduce  the 
services  he  renders  retailers.  There  re¬ 
mains  the  retailer’s  margin.  “I  leave 
it  to  you,  who  know  the  facts  better 
than  I,”  said  Mr.  Reiger,  “whether  any 
more  can  be  taken  out  of  the  retailer’s 
shrunken  margin.” 

“The  retailer,”  he  concluded,  "must 
realize  that  his  manufacturer  and  dis¬ 
tributor  are  dependent  upon  him  and 
will  do  everything  possible  to  keep 
him  competitive  over-all,  but  they 
cannot  be  expected  to  produce  goods 
for  him  to  sell  that  will  compete  with 
distress  merchandise.” 

A  member  of  the  audience  raised  the 
issue  of  new-home  appliance  business 
which  no  longer  goes  to  retailers.  Mr. 
Reiger  said  that  retailers  cannot  hope 
to  get  this  business  from  builders  of 
huge  developments  like  Levittown, 
nor,  in  fact,  from  any  builder  who  puts 
up  over  100  houses  a  year.  Operators 
of  this  size  are  prosp>ects  for  whole¬ 
salers,  he  said,  but  department  stores 
can  and  should  compete  for  the  busi¬ 
ness  of  smaller  builders. 

How  about  the  trans-shipments  that 
result  when  a  builder  buys  from  a  dis¬ 
tributor  far  beyond  his  actual  needs? 
To  this  question,  Mr.  Reiger  said:  “I 
think  you  will  find  that  many  manu¬ 
facturers  are  trying,  in  every  legal  way, 
to  stop  this  unethical  practice.” 

Appliances  t  Case  History 

THERE’S  nothing  wrong  with  the 
major  appliance  department,  and 
specifically  with  laundry  equipment 
business,  that  can’t  be  corrected  by 
intelligently  aggressive  merchandising 
and  promotion.  That  is  the  conclu¬ 
sion  Claire  G.  Ely,  marketing  vice 
president  of  The  Maytag  Company, 
has  drawn  from  his  studies  of  depart¬ 
ment  store  exp>erience. 

There  are  stores,  he  said,  where  laun¬ 
dry  equipment  sales  are  down  25  and 
35  per  cent  and  even  as  much  as  50,  60 
and  70  per  cent  from  last  year.  But  he 
(Continued  on  page  53) 
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these  laboratory  tests 
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Don’t  be  fooled  by  < 
unproved  claims.  Don’t  let  yourself  in  for 
customer  complaints.  Study  the  technical 
facts,  and  you’ll  see  why  nylon  and 
nylon  alone  is  the  finest  carpet  fiber . . . 
why  Berwick  carpets  of  100%  nylon 
are  the  best  on  the  market  today. 
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and  BARWICK  gives  you  the  best  in  quaiity,  texture  and  coior 

Here  is  proof  of  nylon  superiority  . . .  factual  laboratory  tests  comparing  nylon  with 
ALL  commercial  carpet  fibers,  natural  and  man-made. 

Our  own  steadily-mounting  sales  of  100%  nylon  carpets  with  full  customer  satisfaction 
back  up  this  laboratory  proof.  Barwick  stands  behind  every  sale  of 
100%  Nylon  carpet  with  a  5-year  guarantee. 


Here  are  the  tests  that  prove  NYLON  superior  in 

•  longer  wear  •  unequalled  recovery  from  repeated  crushing 

•  excellent  texture  and  twist  retention  •  easier  cleaning  and  spot  removal 

S  excellent  color  fastness 

Nylon  is  also  mothproof,  non-allergenic,  is  not  weakened  by  mildew,  and  will  not  support  combustion. 


hiOM  CaortM*  Cawiesf  ^***»  ^*w****> 

FLEX  LIFE  —  Equally  at  important  in  wear-  ABRASION  —  Hundreds  of  abrasion  tests  of  TEXTURE  RETENTION  —  An  automatic  oscillat- 
ability  at  abrasion  resistance,  flex  life  is  meat-  all  constructions,  using  ALL  commercial  carpet  ing  scrubbing  machine  was  used  on  these 
ured  by  this  test  ntachine.  Due  to  its  strength,  fibers,  natural  and  man-made,  proved  that  nylon  and  wool  carpet  samples  of  identical 
elasticity,  resiliency  and  abrasion-resistance,  abrasion  resistance  of  100%  nylon  was  more  construction.  The  lower  pictures  show  the 
nylon  hat  a  fatigue-life  index  of  750,000.  than  five  timet  as  much  as  the  next  best  same  carpet  after  five  wet  scrubbings.  The 
Fatigue-life  index  of  other  fibers:  Orion,  fiber.  This  means  nylon  has  the  greatest  resist-  wool  it  matted,  lifeless,  with  no  texture.  The 
93,000;  Wool,  50,000;  Dynel,  43,000;  Acrilon,  once  to  scuffing,  abrasion  in  high  traffic  areas  nylon  still  looks  new  because  it  hat  a  PERMA- 
15,000.  Greater  abrasion  resistance  plus  of  ANY  carpet  fiber  today.  Carpets  installed  NENT  heat  set  texture.  Despite  virild  claims  of 
greater  flex  life  meant  longer  wear,  satisfied  on  concrete  floors  in  industrial  plants  showed  twist  retention  superiority  by  other  fiber 
customers  for  you.  nylon  carpet  showing  little  wear  in  tests  equal  manufacturers,  "permanence"  it  'defined  at 

to  20  years  service  in  a  home.  "to  stay  to  the  end."  Nobody  can  truthfully 

boast  superiority  to  this. 
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100%  WOOL  AFTER  2  MINUTES 


100%  WOOL  AFTER  24  HOURS 


100%  NYLON  AFTER  2  MINUTES 


RECOVERY  FROM  CRUSH-CarpeU  of 
identical  construction  were  subjected  to 
weight  of  25  pounds  per  square  inch  for  24 
hours,  the  equivalent  weight  of  a  standard 
sofa.  Photos  were  taken  two  minutes  after 
removal  of  load  and  again  24  hours  later. 
Although  wool  starts  recovery  more  quickly, 
it  does  not  come  back  as  completely  as  nykxi 
after  a  full  day.  Percentage  of  recovery  in 
tests:  nyl<m,  94  per  cent;  wool,  89  per  cent; 
Acrilan,  87  per  cent. 


ACTUAL  WEAR  —  Nylon  outwears  wool 
and  every  other  carpet  fiber  known.  Un> 
padded  strips  of  carpeting  were  laid  on  bare, 
rough  steps  in  an  industrial  plant.  Strips 
were  rotated  regulariy.  100%  wool  broke 
down  at  the  31,500  pedestrian  traffic  mark. 
At  the  98,000  mark  nylon  showed  virtually 
no  wear.  No  other  fiber  known  today  can 
boast  wear  equal  to  nylon. 


PROOF  OF  NYLON’S  SUPERIOR  CLEANABILTTY  is  found  in  a  gruel¬ 
ing  outdoor  test  made  by  DuPont.  Grease,  grit  and  grime  were  completely 
removed  from  DuPont  nylon  carpet  which  had  been  riveted  to  a  road  in 
mid-winter  for  43  days  and  pummeled  by  25,191  cars,  trucks  and  pieces  of 
construction  equipment. 

PROOF  OF  NYLON’S  COLORFASTNESS  is  found  in  exhaustive  Fade- 
ometer  tests  conducted  in  DuPont  laboratories.  Tests  following  standard 
method  16A-56  of  the  American  Association  of  Textile  Chemists  aitd  C<dor- 
ists  proved  nylon  carpets  more  than  meet  the  standard  of  being  “coiorfast.” 

Remember,  100%  nylon  gives  you  ALL  these  superior  qualities  in 
Berwick  carpet. 
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MARINER— t%ireed-textured  loop  pile. 

Retail  about  $9. 95  aq.  yd. 


F'ON*!*  AN  A— tree-bark  textured  loop  pile. 

Retail  about  $9.99  aq.  yd. 


the  magnificent 
new  BARWICK  line 


MATADOR— heat-aet  twist  cut  pile. 

Retail  about  $19.9$  aq.  yd. 


featuring  100%  nylon 


t 


DE  VILLE— heat-aet  chenille  cut  pile. 

Retail  about  $19.9$  aq.  yd. 


DATELINE  — loop  pile  tweedy  texture. 

Retail  about  $7.9$  aq.  yd. 


VALLEJO -heat-aet  twist  cut  pile. 

Retail  about  $9.9$  aq.  yd. 


APOLLO  '  hi-lo  loop  texture. 

Retail  about  $I3.W  aq.  yd 


a  COMPLETE  new  line 
of  ie  testtures 

E.  T.  Barwick  Mills  olTers  you  the  most  complete, 
well-rounded  and  sales-right  selection  of  100%  nylon 

-V  Ig  .  . 

carpets  at  the  Market ...  a  wide  variety  of  textures, 
colors  and  prices'  to  appeal  to  virtually  every 
customer!  Shown  are  only  9  of  the  16  fashion  textures 
ranging  from  about  $6.95  to  $19.95  sq.  yd.  retail . . . 
in  12  and  15  ft.  widths.  See  the  entirely  new 
and  glorious  line  of  17  soft,  muted  colors  styled  by 
the  world’s  leading  color  authorities.  Let  Barwick 
styling  and  colors  in  100%  nylon  generate  sales 
excitement  for  you . . .  sales  that  you  can  stand  behind 
because  the  Barwick  guarantee  stands  behind  YOU. 

arwick 

mills,  me. 

Makers  of  fine  carpel 

:  ■•*■,  CNamiEE,  lEsiitia 

i  ' 


i 


STORES,  the  NRM A  Magazine 


CAREERS  IN  RETAILING 

A  Community  of  Cooperating  Retailers 

By  ThontOS  P.  Liston,  Vice  President,  Sibley,  Lindsay  and  Curr  Company 
and  EdUfinO  B.  HoyodOttC,  Rochester  Institute  of  Technology 


Rochester  merchants  have  a 
long  history  of  interest  in  young 
people,  dating  back  to  their  coopera¬ 
tion  in  1923  when  the  Retailing  De¬ 
partment  at  the  Rochester  Institute  of 
Technology  was  established  to  offer 
specialized  education  at  the  college 
level.  The  intervening  years  have 
brought  many  opportunities  for  these 
merchants  to  cooperate  in  building  a 
strong,  progressive  retail  community. 
Today,  they  continue  to  work  together 
in  many  projects  including  the  devel¬ 
opment  of  human  resources  for  their 
growing  business. 

Having  firmly  established  a  smooth 
working  relationship  with  the  faculty 
and  staff  at  R.I.T.,  the  R.I.T.  Retail 
.\dvisory  Committee  turned  to  other 
areas  to  find  soil  in  which  to  plant 
the  roots  of  the  retail  story.  Under 
the  leadership  of  Egil  Krogh,  board 
chairman  of  Sibley,  Lindsay  and  Curr 
Co.,  the  committee  decided  to  start  in 
the  place  where  many  young  people 
first  start  thinking  about  life’s  work— 
the  high  school.  Here  are  students 
who  are  possible  sources  for  immediate 
employment  as  well  as  those  who 
should  be  encouraged  to  continue  their 
education,  specializing  in  retailing, 
with  a  potential  for  future  junior  ex¬ 
ecutive  placement. 

Developing  a  Plan.  In  November, 
1955,  the  committee  met  with  senior 
retailing  students  of  R.I.T.  to  discov¬ 
er  just  why  these  young  people  were 
attracted  to  a  career  in  the  retail  field. 
With  their  suggestions  in  mind,  the 
committee  then  conducted  an  assem¬ 
bly  in  December  for  first-year  students 
to  tell  the  story  of  opportunities  in 


merchandising,  finance,  sales  promo¬ 
tion,  personnel  and  chain  store  opera¬ 
tion.  In  May,  1956,  Mr.  Krogh  accept¬ 
ed  the  invitation  of  Rochester’s  school 
superintendent  to  address  school  ad¬ 
ministrators  on  the  topic,  “The  Retail¬ 
er’s  Place  in  the  Community.’’ 

Later  that  month,  local  high  school 
guidance  personnel  and  retail  selling 
teachers  were  invited  to  a  dinner  meet¬ 
ing.  Here  retail  career  opp)ortunities 
were  described  by  committee  members, 
and  suggestions  were  obtained  from 
the  high  school  people  of  ways  and 
means  of  reaching  students  with  the 
retail  story.  Subsequently,  Mr.  Krogh 
appointed  a  sub-committee  to  con¬ 
tinue  work  on  this  project  and,  espe¬ 
cially,  to  carry  out  the  suggestions  of 
the  high  school  guidance  group.  This 
group  went  to  work  under  the  chair¬ 
manship  of  Thomas  Liston,  Sibley’s: 
Wilbur  Arey,  E.  W.  Edwards  and  Son; 
Robert  Lauzon,  B.  Forman  Co.;  Wes¬ 
ley  Ferine,  McCurdy  and  Co.,  and 
Alan  Bloomfield,  Sears,  Roebuck  and 
Co.  Activities  of  this  committee  can 
be  highlighted  as  follows: 

Executives-for-a-Day.  The  Rochester 
Kiwanis  Club  sponsored  the  plan  of 
interesting  high  school  students  in 
spending  one  day  in  a  store.  Tours, 
conferences  with  key  executives,  and 
first  hand  observation  of  store  opera¬ 
tion  were  arranged  for  these  high 
schoolers.  The  day  ended  with  a  din¬ 
ner  program,  when  a  panel  of  young 
store  executives  told  why  they  went 
into  retailing  and  what  they  liked 
about  it,  and  answered  questions. 

Also,  coffee  hours  were  arranged 
by  each  store  for  students  employed 


during  the  holidays.  Once  again, 
young  executives  spoke  about  their 
experiences  in  retailing.  Plans  for 
these  coffee  hours  were  carefully  made 
to  make  certain  that  questions  often 
in  the  minds  of  high  school  stu¬ 
dents  were  answered.  In  fact,  each 
participant  was  provided  with  a  list  of 
questions,  such  as  these:  What  are 
other  types  of  jobs  in  retailing  besides 
selling?  .  .  .  What  are  the  advantages 
for  women  and/or  men?  .  .  .  What 
about  potential  earnings  as  a  begin¬ 
ner?  .  .  .  How  helpful  is  specialized 
education  for  retailing?  . . .  What  char¬ 
acteristics  are  needed  for  success?  .  .  . 
What  can  someone  with  secretarial 
training  do  in  a  store? 

Discussion  also  faced  frankly  some 
disadvantages  often  mentioned  by 
high  school  students,  such  as  the  fact 
that  retail  work  appears  to  be  physical¬ 
ly  tiring  and  mentally  confusing,  espe¬ 
cially  during  the  holiday  season;  or 
the  impression  that  young  people 
often  feel  forgotten  after  employment 
and  tend  to  become  lost  in  the  crowd; 
or  the  fact  that  much  publicity  is  given 
to  top  jobs,  but  what  about  those 
down  the  line? 

Reaction  to  these  coffee  hours  was 
generally  constructive.  The  students 
felt  that  management  was  interested 
in  them,  that  young  {jeople  did  get 
ahead  in  the  field  and  that  retailing 
could  be  more  than  a  stop-gap  job. 

Follow-Up  on  Christmas  Workers. 

After  Christmas,  letters  were  sent  to 
each  high  school  student  employed 
during  the  holiday  season,  to  express 
appreciation  for  their  aid  and  also  to 
raise  the  question  of  career  possibili- 


May,  1958 


25 


lies.  Here  is  an  example  of  a  typical 
letter: 

“In  the  closing  weeks  of  last  De¬ 
cember,  there  have  been  tired  feet 
and  aching  backs  among  the  many 
thousand  people  all  over  the  coun¬ 
try  who  have  shared  in  making  a  sat¬ 
isfied  customer  for  the  retail  store. 
We  want  to  take  this  opportunity  to 
express  our  gratitude  for  the  magnifi¬ 
cent  service  you  rendered  to  our  store 
during  this  past  season.  We  enjoyed 
having  you  with  us.  You  shared  the 
experience  of  servicing  the  public  at 
one  of  the  busiest  times  of  the  year. 
There  are  many  more  rewarding  and 
satisfying  experiences  for  those  who 
choose  the  field  of  retailing  as  a 
career.  Have  YOU  ever  thought 
about  it?  RETAILING  offers  UN¬ 
LIMITED  opportunities  for  those 
who  are  eager  to  learn;  for  those  who 


have  the  ambition  to  climb  the  road 
to  success.  During  the  time  you  spent 
with  us  you  probably  did  not  have 
a  chance  to  see  and  learn  about  the 
variety  of  positions  open  to  young 
men  and  women  in  many  areas  of  re¬ 
tailing.  We  would  consider  it  a  pleas¬ 
ure  to  have  you  come  in  and  talk  with 
us  about  the  possibility  of  finding  an 
exciting  career  in  retailing.  Do  come 
back  to  see  us.  May  we  express  again 
our  sincere  thanks  for  a  splendid  job, 
and  we’ll  be  delighted  to  see  you 
again." 

Teacher  Cooperation.  The  committee 
met  with  retail  selling  teachers  and 
the  head  of  the  Business  Education 
Department  of  the  Rochester  schools 
to  learn  about  their  program  and  to 
explore  with  them  ways  and  means  of 
reaching  students  with  the  retail  story. 


This  group  gave  the  following  eight 
suggestions,  which  are  n<3tw'  being  im¬ 
plemented  by  the  committee: 

1.  Employment  managers  should 
check  high  school  applicants  to  dis¬ 
cover  if  they  are  taking  retail  selling 
classes  in  high  school. 

2.  There  should  be  a  follow-up  of 
students  who  are  in  retail  classes,  not¬ 
ing  application  made  to  the  job. 

3.  Retail  executives  should  visit 
high  school  classes  in  retail  selling  to 
participate,  and  also  to  demonstrate 
jxjsitive  interest  in  the  students  and 
their  studies. 

4.  High  school  students  should  be 
employed  in  selling  as  well  as  non¬ 
selling  jobs  whenever  feasible. 

5.  Schools  should  provide  a  list  of 
students  now  working  part  time  in 
stores  for  a  follow-up. 

6.  Understanding  of  retailing  jobs 
should  be  expanded  through  talks  to 
high  school  students  covering  areas 
besides  selling  and  buying. 

7.  Retail  selling  teachers  should  be 
notified  of  the  quality  of  performance 
of  students  on  the  job. 

8.  A  pool  of  retail  executives  should 
be  formed  to  talk  to  classes  upon  re¬ 
quest  of  the  schools. 

Career  Lectures.  Committee  members 
have  been  assigned  to  each  high  school 
to  talk  to  classes  and  counsel  with 
teachers  and  students.  Response  to 
date  has  been  good.  High  school  teach¬ 
ers  have  done  a  good  job  of  preparing 
classes  for  their  retail  guest  speaker  by 
providing  a  biography  in  advance  so 
that  the  class  can  understand  just 
“how  he  got  to  the  job  he  holds  to¬ 
day.”  Evidence  of  interest  is  expressed 
in  such  comments  as  these,  by  a  class 
at  John  Marshall  High  School: 

“I  learned  that  in  retailing  there  is 
a  job  suited  to  almost  everyone." 

“If  it  had  not  been  for  this  talk,  I 
would  have  thought  my  chances  in 
retailing  were  very  limited.  After 
school,  I  went  home  and  discussed  it 
with  my  mother.” 

"I  was  impressed  by  the  fact  that 
no  matter  where  you  go,  there  are 
always  opportunities  in  retailing.” 

“Thanks  for  this  talk.  You  have 
shown  me  that  a  store  does  much 
more  than  sell  merchandise;  it  gives 
people  a  place  to  show  creative 
ability.”  \ 

As  another  source  of  aid,  commit¬ 
tee  members  have  called  on  giiid- 


Department  Store  Becomes  Student  Workshop 


More  than  100  students  majoring  in 
business  at  San  Jose  State  College, 
Calif.,  spent  the  first  three  days  of 
this  month  in  managerial  jobs  at  Hart's 
San  Jose  and  Sunnyvale  stores  and  in 
the  San  Jose  warehouse.  In  this  "oper¬ 
ation  take-over,"  each  student  worked 
alongside  the  manager  whose  job  he 
was  assigned  to  study.  At  the  same 
time,  several  hundred  students  in  other 
departments  of  the  college  were  busy 
on  projects  related  to  store  operation. 

Advertising  students  prepared  all  of 
Hart's  newspaper  ads  for  the  three 
days;  home  economics  students  put  on 
fashion  shows  and  home  management 
demonstrations;  students  majoring  in 
industrial  relations  studied  and  wrote 
descriptions  of  all  the  management 
positions  in  the  store.  Even  the  stu¬ 
dents  of  occupational  therapy  were 
training  their  attention  on  Hart's,  eval¬ 
uating  department  store  jobs  in  terms 
of  the  capabilities  and  needs  of  the 
handicapped. 

Students  preparing  for  real  estate 
management  conducted  an  analysis  of 
possible  suburban  locations  for  branch 
stores;  in  the  radio  and  television 
courses  the  students  were  busy  with 
broadcast  material  for  the  occasion. 
And  since  San  Jose  College  even  has 
a  police  school,  the  security  procedures 
of  a  large  department  store  also  pro¬ 
vided  specialized  study  material.  The 
windows  of  the  San  Jose  store  were 


given  over  to  the  vocational  special¬ 
ties  of  the  college  curriculum,  and 
these  too  were  prepared  by  students. 

This  Student  Management  Workshop 
project  was  arranged  by  Alex  J.  Hart, 
Jr.,  president  of  Hart's,  and  Scott  Nor¬ 
wood,  assistant  professor  of  business 
at  the  college.  It  has  been  in  prepara¬ 
tion  since  last  November,  providing 
continuous  and  convincing  evidence  to 
the  students  that  department  stores 
offer  opportunities  for  all  types  of  tal¬ 
ents  and  specialties.  Prof.  Norwood 
defined  the  objectives  of  the  project, 
especially  from  the  point  of  view  of 
the  business  administration  student, 
this  way: 

'To  acquaint  students  with  the  de¬ 
partment  store  phase  of  the  marketing 
field,  highlight  retailing  career  possi¬ 
bilities  and  assist  students  in  becoming 
aware  of  their  own  aptitudes  in  terms 
of  specific  retailing  jobs. 

"To  provide  students  with  an  oppor¬ 
tunity  to  visualize  how  classroom  prin¬ 
ciples  are  applied  in  on-the-job  situa¬ 
tions. 

"To  help  students  gain  insight  into 
such  basic  management  tasks  as  fact 
finding,  problem  discovery,  analysis  of 
alternative  courses  of  action,  decision 
making  and  follow-through. 

'To  assist  students  in  gaining  an 
appreciation  of  the  importance  of  both 
human  relations  and  leadership  abil¬ 
ity  in  business  affairs." 
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ant  e  directors  to  learn  their  problems 
and  to  discover  ways  in  which  the  re¬ 
tail  group  could  be  helpful.  This  has 
resulted  in  a  closer  working  relation¬ 
ship  based  on  mutual  understanding 
of  the  problems  faced  in  counseling 
students. 

Local  stores  are  preparing  posters 
for  school  bulletin  boards  and  display 
cases  to  spotlight  retailing  as  a  career 
and  to  re-emphasize  the  interest  of 
Rochester  stores  in  the  community’s 
young  people. 

The  Results.  What  have  been  the  re¬ 
sults  of  this  community  effort  to  at¬ 
tack  one  segment  of  the  problem  of 
finding  and  interesting  young  people 
in  retailing?  Through  individual  and 
group  efforts  of  the  committee,  school 
personnel  have  become  increasingly 
aware  of  retailing  and  of  the  sincere 
interest  of  retailers  in  finding  capa¬ 
ble  young  p>eople  who  can  develop 
careers  in  the  local  stores.  At  the  same 
time,  our  committee  has  become  more 
sensitive  to  the  problems  of  the  schools 
in  guiding  high  school  students  to  an 
immediate  job  which  is  right  for  them 
or  to  higher  education  which  will  pre¬ 
pare  them  for  a  satisfying  and  success¬ 
ful  career.  Our  committee  recognizes 
that  its  work  is  never  ending,  that 
shot-in-the-arm  techniques  will  not 
bring  results  in  the  long  pull.  It  takes 
continuous  interest  over  the  months 
and  the  years  to  establish  the  fact  that 
retailing  is  a  career  with  opportunity, 
dignity  and  satisfaction.  This  story 
must  not  only  be  told  many  times, 
but  it  must  be  proved  by  many  exam¬ 
ples  of  young  people  presently  em¬ 
ployed  who  are  finding  satisfactory 
careers  in  this  field. 

Some  of  the  next  steps  of  our 
Rochester  committee  include  a  contin¬ 
uation  of  the  activities  described  here 
plus  plans  to  tell  the  retail  story  to 
parents,  to  cooperate  in  the  coming 
National  Retail  Career  Week,  and  to 
cooperate  in  the  preparation  of  any 
printed  material  on  retail  careers  for 
distribution  to  our  schools.  Through 
our  combined  efforts,  we  hope  that 
many  more  young  people  will  echo  the 
thinking  of  one  of  their  number  who 
said  of  a  recent  speaker,  “He  opened 
my  eyes  to  the  many  opportunities 
available  in  the  retail  field  and  let  us 
in  on  some  of  the  facts  about  retail¬ 
ing  that  most  of  us  never  knew.” 


Gordon  Creighton 


LINE  UPON  LINE 


The  buyer  was  in  the  hospital,  recovery  doubt¬ 
ful.  The  assistantship  was  vacant.  So  it  fell  to 
the  top  saleslady  to  assist  the  merchandiser  in  some 
emergency  buying.  The  young  woman  was  “scared 
to  death;”  she  thought  she  “knew  nothing  about 
buying;”  but  her  experience  with  customers  had 
made  her  keenly  aware  of  an  unsatisfied  demand 
for  a  particular  color  in  a  certain  type  of  sports 
coat.  On  her  own  initiative,  she  brought  to  her 
first  pre-market  conference  a  three-month  analysis 
of  the  want  slips  revealing  a  steady  daily  call  for  the  item.  The  cumulative 
total  was  large  and  her  boss  encouraged  her  to  stock  her  discovery  in  some 
depth.  The  result  was  a  sensational  “beat.”  No  competing  store  had  yet 
sensed  what  public  response  to  complete  stocks  of  the  shade  would  be. 
The  studious  saleslady  succeeded  to  the  buyership  she  had  earned.  ... 
Identical  information  had  been  available  to  the  buyer  for  the  whole  first 
half  of  the  season,  but  it  hadn’t  been  used.  Maybe  “only  two  or  three  a 
day”  had  seemed  insignificant.  But  the  buying  rush  when  full  selection 
was  advertised  revealed  the  power  of  a  pent-up  demand. 


I’ve  been  reading  «  *  •  the  Merchandising  Division’s  Dollar 
AND  Unit  Merchandise  Planning  and  Budgeting  by  Jerold  S.  Meyer, 
general  manager,  Strouss-Hirshberg  Co.,  Youngstown,  O.  This  is  by  far 
the  most  graphic  presentation  of  the  subject  that  has  ever  come  to  my 
attention.  It  comes  as  near  to  making  a  science  out  of  the  art  of  merchan¬ 
dising  as  any  book  could.  The  forces  of  piotential  volume  and  profit 
dammed  up  by  inadequate  techniques  range  far  and  wide  from  the  call 
slip  incident  of  our  opening  anecdote;  there  is  no  part  of  the  operation  of 
planning  ami  buying  which  is  not  subject  to  its  own  special  form  of 
roadblock  to  their  free  and  unobstructed  flow.  Mr.  Meyer  spells  this  out. 
.  .  .  One  notable  contribution  of  this  book  to  the  literature  of  merchan¬ 
dise  management  is  the  extreme  clarity  of  all  its  basic  definitions.  This 
is  equally  true  of  the  mathematical  formulas  involved  in  its  calculations 
and  the  illustrative  charts  and  tables  which  are  liberally  used  throughout 
the  work  to  simplify  understanding  of  the  parts  of  the  system  being  dis¬ 
cussed  in  the  text.  As  a  manual  for  the  instruction  of  newcomers  to  the 
field.  Dollar  and  Unit  Merchandise  Planning  and  Budgeting  could 
hardly  be  improved  upon.  And,  since  the  Buyer’s  Manual  has  been  aptly 
termed  “the  department  manager’s  bible,”  Mr.  Meyer’s  study,  similarly, 
might  be  described  as  “the  buyer’s  breviary.”  .  .  .  But  it  is  something 
much  more  than  a  divisional  handbook  for  the  use  of  departmental  heads, 
assistants,  and  trainees.  It  is  a  “natural”  as  a  refresher  for  the  merchant 
himself.  Furthermore,  over  and  above  its  review  value  for  the  storekeeper, 
the  oldest  old-timer  and  the  topmost  top  executive  will  learn  new  angles, 
fresh  approaches,  to  familiar  problems.  ...  New  theories  of  competitive 
pressure,  with  departmental  handicaps— scrapping  of  10-  and  20-mile  circles 
in  a  revision  of  trading  area  concepts— the  cushioning  of  estimates— all 
sharpen  David  Bluthenthal’s  foreword;  “We  can  never  know  too  much 
about  our  business,  and  from  one  reading  we  never  learn  everything  a 
good  book  has  to  teach  us.”  Revealing  that  Mr.  Meyer  wrote  it  “without 
profit  to  himself,”  all  income  having  been  turned  over  to  NRMA,  Mr. 
Bluthenthal  characterizes  it  as  “a  labor  of  love.”  ,  ,  ,  In  this  publication, 
the  Merchandising  Division  has  performed  a  service  to  retailers. 
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please  request  it  on  your  business  letterhead  today, 

addressing  Friden,  Inc.,  Dept.  S,  San  Leandro,  California. 


In  this  important  40- page  manual, 
just  published,  Friden  accounting 
experts  explain  the  retail  inventory 
method  endorsed  by  the  National 
Retail  Merchants  Association.  This  is 
also  the  method  accepted  by  the 
Bureau  of  Internal  Revenue  as  the 
only  approved  way  to  provide  for 
depreciation  of  the  merchandise 
inventory  because  of  obsolescence 
or  a  declining  market. 


HOW  MODERN  STORES  TAKE 
CONTINUOUS  REAL  VALUE 
INVENTORY  BY  SIMPLE 
ROUTINES  ON  AN 
AUTOMATIC  CALCULATOR 


To  your  present  accounting  system.  The 
Retail  Inventory  Method  adds  the  means 
of  maintaining  a  perpetual  inventory  at 
retail  value  of  the  merchandise... by  modi¬ 
fying  the  purchase  and  sales  journals  and 
introducing  a  price -change  journal. 

A  stock  ledger  is  used  to  combine  the 
totals  from  these  journals  in  such  a  way  that 
the  cost  value  of  the  inventory  may  be  de¬ 
termined  at  any  time  without  the  necessity 
of  taking  a  physical  inventory.  Also  to  be 
added  (unless  you  now  employ  such  equip¬ 
ment)  is  a  fully  automatic  Friden  Calcula¬ 
tor,  The  Thinking  Mewhine  of  American 
Business. 


You  can  net  more  profit  from  the  same 

sales  volume  when  a  Friden  Calculator  delivers 
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By  Malcolm  P.  McNair,  Lincoln  Filene  Professor  of  Retailing, 
and  Eleanor  G.  May,  Research  staff. 

Harvard  Graduate  School  of  Business  Administration 


,,  To  restore  to  buyers  and  merchandisers 
their  original  status  as  merchants  ...  To  develop 
merchants  who  will  have  their  attention 
concentrated  on  making  more  dollars  of  gross 
margin,  more  dollars  of  contribution,  more 
dollars  of  net  profit,  and  whose  thinking  for  that 
purpose  will  be  freed  from  seme  of  the 
conventional  restraints  that  have  developed,  f  f 
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A  Practical  Approach  to 
Merchandise  Management  Accounting' 

By  Malcolm  P.  McNair  and  Eleanor  6.  May 


The  trail  of  business  progress  is  littered  with  the  debris 
of  outworn  management  devices;  systems,  plans,  and 
concepts  become  obsolete  just  like  machinery.  Once  fresh 
and  constructive,  they  become  encrusted  with  habit  and 
tradition  to  the  {X>int  where  they  are  actual  deterrents  to 
clear  thinking.  Recognizing  this  tendency  of  every  tech¬ 
nique  to  outlive  its  usefulness,  we  believe  it  is  time  to 
look  at  the  field  of  retail  management  and  to  inquire 
seriously  whether  the  so-called  “retail  system  of  merchan¬ 
dise  accounting”  is  in  danger  of  becoming  a  drag  on  further 
progress.  Does  this  method  now  need  to  be  supplemented 
by  a  different  approach? 

Today  we  are  living  in  a  different  period  from  the  1920’s 
and  1930’s,  and  retail  management  concepts  that  may  have 
been  appropriate  in  those  decades  are  not  necessarily 
appropriate  now.  As  we  survey  the  retail  scene  in  this 
second  postwar  decade,  there  is  strong  evidence  that  some¬ 
thing  stands  in  the  way  of  clear  thinking.  We  see  too  much 
emphasis  on  percentages  of  sales  instead  of  dollar  earnings 
and  the  relation  of  those  earnings  to  investment.  Frequent¬ 
ly  this  emphasis  is  connected  with  reliance  on  fair  trade. 

We  see  percentage  thinking  leading  to  failure  to  be  com¬ 
petitive.  We  hear  of  buyers  turning  down  volume  business 
because  it  carries  a  percentage  of  markon  below  their 
planned  rate.  We  see  merchandise  managers  hauling  buy¬ 
ers  on  the  carpet  for  placing  any  orders  that  carry  less  than 
some  stated  markon  percentage.  At  the  same  time  we  hear 
a  strongly  vocal  demand  for  a  higher  markon  percentage 
as  the  only  solution  to  the  department  stores’  low  profit 
|x>sition. 

Therefore,  even  if  there  are  many  good  elements  in  the 
old  system  of  retail  merchandise  management,  it  may  well 
be  time  for  a  shake-up  in  the  interest  of  fresh  thinking. 

Essentially  the  need  is  for  a  considerable  re-education 
of  buyers  and  merchandisers;  and  for  such  a  re-education 
we  need  to  have  a  new  philosophy:  a  new  method  of 


’In  writing  in  the  May-June,  1957,  Harvard  Business  Review, 
under  the  title  "Pricing  for  Profit— A  Revolutionary  Approach 
to  Retail  Accounting,"  the  authors  set  forth  at  some  length 
criticism  of  the  prevailing  approaches  in  many  department  stores 
to  the  mathematics  of  mer^andising.  Some  of  the  material  in 
this  paper  is  adapted  from  the  Harvard  Business  Review  article. 


approach,  some  new  concepts,  and  some  new  measuring 
sticks.  Merchandise  Management  Accounting  is  such  a 
philosophy.  This  philosophy  pro|)oses  that  retailers  should 
modify  some  part  of  the  old  way  of  thinking,  particularly 
that  part  which  conceives  departmental  profit  as  the  end 
result  of  the  traditional  relationships:  net  sales  less  net 
cost  of  merchandise  sold  equals  gross  margin,  and  gross 
margin  less  departmental  expenses  (direct  and  allocated) 
equals  net  profit.  \Vhat  retailers  should  get  away  from, 
in  this  view,  is  (1)  the  heavy  emphasis  which  the  older 
thinking  places  on  department-wide  gross  margin,  particu¬ 
larly  in  its  percentage  form,  and  (2)  the  fixed  habit  of 
looking  at  departmental  expenses,  both  direct  and  allo¬ 
cated,  as  applying  across  the  board  to  all  goods  sold  in  the 
department. 

What  is  advocated  is  essentially  a  shift  in  merchandising 
objectives  in  the  direction  of  emphasis  on  dollar  contribu¬ 
tion,  both  of  the  department  and  of  groups  or  items  of 
merchandise,  instead  of  preoccupation  with  percentage 
markon  and  percentage  gross  margin.  It  should  be  under¬ 
stood  that  this  idea  is  fundamentally  a  management  con¬ 
cept  and  not  an  accounting  concept.  (It  is  in  many  respects 
unfortunate  that  the  term  “Merchandise  Management  Ac¬ 
counting,”  which  arose  out  of  a  rather  casual  conversation, 
has  somewhat  accidentally  become  attached  to  this  philos¬ 
ophy,  particularly  because  of  the  implication  of  the  word 
“accounting”;  but  since  the  term  has  now  apparently  come 
into  fairly  wide  use,  it  seems  best  to  stick  to  it.) 

What  Will  MMA  Accomplish? 

The  basic  purpose  of  Merchandise  Management  Ac¬ 
counting  is  the  improvement  of  department  store  profits. 
It  would  be  a  mistake  to  regard  MMA  as  being  either 
primarily  a  system  of  accounting  or  primarily  a  system 
of  merchandise  pricing.  It  is  quite  true  that  retail  mer¬ 
chants  have  long  been  criticized  for  the  inadequacy  of 
their  costing  procedures.  As  far  back  as  1916  a  Federal 
Trade  Commission  report  said:  “There  is  a  tendency 
among  retail  merchants  to  conduct  their  businesses  with¬ 
out  an  adequate  system  for  determining  their  costs.  This 
condition  carries  with  it  various  undesirable  results.  In 
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the  first  place,  the  merchant  is  unable  to  price  his  goods 
intelligently  and  conduct  his  business  uj>on  sound  business 
principles.  .  . 

In  part  MMA  is  a  move  toward  overcoming  some  of  this 
deficiency,  but  more  imjjortantly  this  framework  of  think¬ 
ing  is  intended  to  develop  merchants  who  will  have  their 
attention  concentrated  on  making  more  dollars  of  gross 
margin,  more  dollars  of  contribution,  more  dollars  of  net 
profit,  and  whose  thinking  for  that  purpose  will  be  freed 
from  some  of  the  conventional  restraints  which  seem  to 
have  developed.  In  a  sense  this  will  be  a  return  to  the 
true  merchant  function  as  typified  in  the  careers  of  some 
ol  the  giants  of  retailing  in  the  days  before  there  was  so 
much  thinking  about  systems. 

Under  MMA,  prices  in  some  instances  might  be  lowered 
and  in  other  instances  they  might  be  increased.  Perhaps 
more  important  than  price  changes  will  be  merchandising 
decisions  to  handle  particular  lines  or  not  to  handle  them, 
to  promote  or  not  to  promote,  and  so  on.  Still  more  im¬ 
portantly,  some  of  the  present  hidden  leaks  will  be  dis¬ 
closed,  i.e.,  situations  where  because  of  low  unit  price  and 
high  variable  costs,  such  as  delivery,  there  is  actually  a 
negative  contribution  by  the  item  in  question. 

With  the  facts  of  such  situations  clearly  before  them, 
buyers  and  merchandisers  can  appraise  the  various  possi¬ 
bilities,  such  as  negotiating  for  a  lower  price  from  the  sup>- 
plier,  persuading  the  supplier  to  change  the  product  or  the 
package  in  such  a  way  as  to  lower  costs,  deciding  that  cer¬ 
tain  functions,  such  as  marking,  can  be  performed  more 
economically  by  the  supplier,  reviewing  the  variable  costs 
to  sec  which,  if  any,  of  them  can  be  reduced,  deciding  that 
customers  under  some  circumstances  should  be  charged  for 
particular  services,  and  so  on.  These  kinds  of  things,  of 
course,  are  not  new,  but  without  more  information  than 
most  buyers  and  merchandisers  now  have  when  they  are 
contracting  for  goods,  these  various  possibilities  do  not 
always  receive  as  much  attention  as  they  deserve. 

Under  the  existing  system  there  is  a  gap  between  sales 
and  markon  on  one  side  and  expenses  on  the  other.  The 
objectives  of  the  merchandising  pyramid  are  primarily 
sales  volume,  markon,  and  gross  margin  (and  not  always, 
so  far  as  individual  items  are  concerned,  is  there  a  close 
connection  in  planning  between  markon  and  gross  mar¬ 
gin);  a  buyer  frequently  does  not  think  through  from  initial 
markon  to  probable  markdowns  in  order  to  estimate  what 
the  gross  margin  will  be;  expenses,  for  the  most  part,  are 
the  job  of  somebody  else  in  the  organization.  It  is  this 
gap  between  sales  and  markon  on  the  one  hand  and  ex¬ 
penses  on  the  other  that  MMA  seeks  to  bridge.  Even  under 
the  widely  prevalent  department  manager  form  of  organ¬ 
ization  this  gap  still  exists  because  of  the  absence  of  appro¬ 
priate  information.  MMA  aims  not  only  at  beginning  to 
supply  such  information  but  also,  and  perhaps  more  im¬ 
portantly,  at  stimulating  merchandisers  to  want  this  kind 
of  information. 

Also  it  should  not  be  overlooked  that  MMA  has  an 
important  function  to  perform  with  respect  to  expense 
control.  Even  though  buyers  do  not  have  any  control  over 


'Federal  Trade  Commission,  “A  System  of  .\ccounts  for  Retail 
Merchants,”  July  15,  1916,  p.  5. 


the  efficiency  with  which  the  sales-supporting  activities  are 
performed,  they  do  have  an  important  indirect  control  over 
the  costs  of  these  activities  because  it  is  their  decisions 
which  importantly  affect  the  workload  in  the  sales-support¬ 
ing  activities.  Currently  many  stores  seek  to  make  buyers 
cost  conscious  by  developing  a  fairly  complete  system  of 
expense  allocation.  The  weakness  here,  however,  is  that 
such  data  are  available  only  on  a  post-mortem  basis.  As 
MMA  develops  it  will  become  in  a  sense  a  pre-allocation 
of  expense;  in  other  words,  buyers  can  think  about  these 
problems  in  advance  rather  than  in  retrospect. 

Two  questions  frequently  raised  in  connection  with 
MMA  are  its  relationship  to  Expense  Center  Accounting* 
and  its  relationship  to  the  Retail  Inventory  Method. 

Relation  to  Existing  Systems 

How  does  Merchandise  Management  Accounting  tie  in 
with  existing  systems?  In  the  first  place  this  approach 
should  utilize  and  build  on  Expense  Center  Accounting 
with  its  emphasis  on  dollars  rather  than  on  percentages. 
Expense  Center  Accounting  is  primarily  an  expense  classi¬ 
fication  developed  along  the  lines  of  job  responsibility. 
Under  it  the  accountability  for  the  cost  of  handling  the 
workload  devolves  on  the  supervisors  of  the  various  sales- 
supporting  departments.  Production  Unit  Accounting,  a 
phase  of  Expense  Center  Accounting,  seeks  to  measure 
these  expenses  in  terms  of  cents  per  unit  of  workload. 
Since  the  workload  is  generated  in  large  part  by  the  activi¬ 
ties  of  the  merchandisers  and  buyers  in  the  individual 
selling  departments,  an  important  part  of  the  concept  of 
MMA  is  that  the  buyers  and  merchandisers  should  be 
cognizant  of  the  various  unit  costs  which  are  incurred  to 
handle  this  workload.  Thus  MMA  should  seek,  whenever 
jjossible,  to  translate  costs  p>er  units  of  work  handled  into 
costs  per  item  of  merchandise  bought  and  sold. 

There  has  been  much  discussion  of  the  seeming  contra¬ 
diction  l)etween  Merchandise  Management  Accounting 
and  the  Retail  Inventory  Method.  Actually  MMA  does 
not  in  any  way  interfere  with  the  Retail  Inventory  Method 
as  a  basis  for  inventory  evaluation  but  it  keeps  the  Retail 
Inventory  Method  in  the  controller’s  office,  where  it  be¬ 
longs,*  and  it  encourages  buyers  and  merchandise  mana¬ 
gers  to  make  their  decisions  primarily  in  terms  of  dollar 
profit  potentiality  rather  than  in  terms  of  retail  method 
jjercentages. 

'See  Standard  Expense  Center  Accounting  Manual,  Controllers’ 
Congress  of  the  National  Retail  Merchants  Association  (New 
York,  1957). 


*l.ooking  into  the  future  it  is  conceivable  that  the  chief  func¬ 
tion  of  the  Retail  Inventory  Method  will  be  to  serve  as  a  basis 
for  dollar  value  Lifo.  Notwithstanding  its  numerous  advantages 
the  Retail  Inventory  Method  has  all  the  weaknesses  of  any 
averaging  procedure;  and  as  better  electronic  and  mechanical 
record-keeping  equipment  becomes  available  in  the  future,  it  is 
not  too  difficult  to  foresee  the  development  of  more  accurate 
depreciated  cost  value  records  which  will  replace  the  existing 
Retail  Inventory  Method.  If,  however,  a  concern  with  such  a 
mixed  and  varied  physical  composition  of  inventory  as  usually 
characterizes  the  department  store  business  wishes  to  use  the 
Lifo  basis,  there  seems  to  be  no  present  foundation  for  such  a 
b.asis  other  than  the  dollar  cost  and  Retail  Inventory  Method. 
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N^ui  Frameufork  of  Thinking 

Under  MMA  what  will  be  the  job  of  the  buyer  or  mer¬ 
chandiser?  Let’s  look  at  the  ultimate  ideal. 

(1)  He  will  utilize  estimates  of  the  costs  applicable  to 
each  significant  item  or  purchase.  Such  costs  might 
include  markdowns,  stock  shortages,  discounts  given, 
inward  transportation,  item  advertising,  merchan¬ 
dise  carrying  charges,  warehousing,  receiving,  check¬ 
ing  and  marking,  alterations  and  workrooms,  de¬ 
livery,  departmental  advertising  and  display,  buy¬ 
ing,  selling,  and  possibly  accounts  receivable  and 
credit,  sales  audit,  and  accounts  payable.  So  far  as 
possible  these  cost  estimates  ought  to  be  on  a 
dollars-f>er-unit  basis.  Although  the  foregoing  list 
of  costs  represents  an  ideal  and  perhaps  an  ultimate 
objective,  it  will  be  preferable  at  the  outset  to  in¬ 
clude  only  such  significant  costs  as  selling,  item  ad¬ 
vertising,  delivery,  and  merchandise  carrying  charges. 

(2)  He  will  weigh  the  potential  contribution  to  profits 
(departmental  controllable  margin)  of  each  signifi¬ 
cant  item  or  purchase. 

(3)  He  will  consider  which  services  or  “values”  should 


be  added,  note  what  they  will  cost,  and  decide 
whether  any  of  them  can  or  should  be  charged  di¬ 
rectly  to  customers,  e.g.,  delivery. 

(4)  In  the  light  of  all  the  costs,  he  will  consider  what 
possible  prices  he  might  use,  bearing  in  mind  the 
relationship  of  price  and  volume. 

(5)  He  will  bargain  with  suppliers  over  the  price  to 
be  paid  and/or  the  services  to  be  supplied.  (The 
buyer  may  find  that  an  item’s  potential  contribu¬ 
tion  is  greater  if,  for  example,  the  supplier  or  the 
manufacturer  price-marks,  prepacks,  or  performs  any 
other  functions  which  historically  have  been  the  re¬ 
sponsibility  of  the  retailer.  For  all  such  negotiations 
the  buyer  will  be  much  better  equipped  than  he  is 
at  present:  and,  on  the  other  side  of  the  transaction, 
the  manufacturer  will  be  able  to  see  more  clearly 
both  the  retailer’s  problems  and  his  own.) 

(6)  When,  for  competitive  or  other  reasons,  the  deter¬ 
mination  of  price  is  beyond  the  buyer’s  control,  he 
■\vill  consider  whether  the  item  should  be  handled 
at  all,  and  whether  it  should  be  aggressively  pro¬ 
moted  ot  soft-pedaled.  Again,  he  will  be  governed 
accordingly  in  his  negotiations  with  the  supplier. 


Background  of  Merchandise  Management  Accounting 


AS  a  background  to  MMA  it  will  be  useful  at  this  fx)int 
to  review  briefly  the  conventional  retail  method  of 
merchandise  accounting,  consider  its  merits  and  demerits, 
and  note  some  of  the  misuses  that  have  developed. 

Basic  Logic  of  the  Retail  Method 

The  logic,  if  not  the  management  efficiency,  of  the  retail 
method  has  much  to  recommend  it— particularly  from  the 
historical  sundpoint.  Presumably  the  starting  point  was 
the  concept  that  expenses  in  retailing  are  most  conveni-. 
endy  thought  of  as  percentages  of  sales.  The  same  pattern 
was  also  convenient  for  thinking  about  profits.  Gross  mar¬ 
gin  and  markon  (at  first  figured  as  percentages  of  cost) 
ultimately  fell  into  line  as  well. 

This  basic  notion  of  a  system  of  p)ercentages  all  related 
to  net  sales  as  100  per  cent  lent  itself  readily  to  expansion 
and  elaboration  in  a  number  of  directions: 

(1)  Since  the  g^oss  margin  percentage  quickly  became 
an  important  objective  and  the  principal  measur¬ 
ing  stick  for  judging  performance  of  buying-and- 
selling  departments,  there  was  a  need  to  plan  mark¬ 
on  in  advance  so  the  gross  margin  would  come  out 
right  at  the  end  of  the  period.  Accordingly,  mer¬ 
chandise  budgeting  procedures  started  with  a  de¬ 
sired  gross  margin  percentage  (representing  a  desired 
profit  p>ercentage  plus  an  anticipated  ex[>ense  per¬ 
centage),  and  then  combined  with  it  historical  or 
anticipated  percentages  for  other  pertinent  depart¬ 
mental  factors  to  arrive  at  a  planned  markon  per¬ 


centage  which  would  indicate  what  had  to  be  added 
to  the  billed  cost  of  delivered  merchandise  to  yield 
the  desired  gross  margin  for  the  department.  One 
of  the  advantages  of  having  a  planned  markon 
percentage  of  this  kind  as  a  goal  and  a  check  on 
current  merchandising  operations  was  the  presum¬ 
ably  automatic  protection  afforded  against  rising 
merchandise  costs. 

(2)  The  retail  percentage  approach  was  also  elaborated 
to  cover  the  valuation  of  inventory  (accepted  for 
tax  purposes  by  the  government,  after  some  struggle). 
Thus,  it  became  customary  to  record  purchases  at 
both  cost  and  retail,  record  all  markdowns,  mark 
goods  only  at  retail,  take  physical  inventory  only  at 
retail,  and  reduce  this  ascertained  retail  figure  to 
a  “lower-of-cost-or-market”  value  by  applying  the 
complement  of  the  cumulative  markon  f>ercentage 
for  the  period. 

(3)  Retail  merchandise  control  and  “open-to-buy”  rep¬ 
resented  a  collateral  extension  of  the  method.  Since 
purchases  and  stocks  were  recorded  at  retail,  it 
seemed  sensible  to  plan  them  in  the  same  way. 

(4)  Another  development  that  stemmed  in  part  from 
the  retail  system  of  merchandise  accounting  was  the 
practice  of  retail  price  lining,  under  which  the  mer¬ 
chant  determined  in  advance  a  limited  number  of 
retail  prices  appropriate  for  each  category  of  goods 
and  endeavored  to  buy  accordingly.  By  deducting 
planned  initial  markon  percentages  from  the  retail 
price  lines  thus  established,  the  merchant  could 
determine  the  approximate  cost  prices  that  would 
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fit  his  scheme  of  operation.  The  manufacturers  nat¬ 
urally  took  cognizance  of  this  concept  and  shaped 
their  production  plans  accordingly. 

Thus  over  the  years  an  extensive  structure  has  grown  up 
around  the  original  concept  of  basing  significant  operating 
ratios  on  net  sales  as  100  per  cent.  Altogether  this  develop¬ 
ment  stretches  over  some  60  or  70  years,  though  most  of  it 
has  occurred  since  1920.  To  the  retailer,  particularly  the 
department  store  retailer,  it  has  become  a  smoothly  familiar 
apparatus.  But  today,  looking  forward  and  not  backward, 
how  shall  we  assess  it  as  a  piece  of  management  machinery? 

The  merits  are  not  inconsiderable.  The  retail  system  of 
merchandise  accounting  is  a  convenient,  unified  structure, 
consistent  in  its  internal  logic,  in  which  all  figures  tie  to¬ 
gether  with  net  sales  as  the  common  denominator.  Once 
mastered,  it  provides  an  excellent  basis  for  assembly  of 
historical  data  and  for  post-mortem  analysis.  Furthermore, 
it  has  the  substantial  merit  of  providing  a  common  lan¬ 
guage  for  making  comparisons  among  different  retail  trades. 

The  heart  of  the  system  is  the  retail  inventory  method 
with  its  perpetual  inventory  of  dollar  stocks,  its  simplifica¬ 
tion  of  physical  stocktaking,  its  provision  of  current  gross 
margin  information  without  the  necessity  of  taking  a 
physical  inventory,  and  its  automatic  depreciation  of  in¬ 
ventory  values  in  accordance  with  retail  price  reductions. 
In  its  time,  this  retail  inventory  method  certainly  was  an 
important  advance  in  retail  management  thinking. 

Now  let  us  look  at  the  other  side  of  the  picture.  Any 
consideration  of  disadvantages  has  to  be  prefaced  with  the 
statement  that  in  strict  theory  there  should  be  none!  The 
whole  retail  system  of  accounting  should  simply  provide 
an  appropriate  framework  within  which  managers  should 
be  able  to  appraise  demand,  select  suitable  merchandise, 
price  it  to  yield  optimum  dollars  of  gross  margin,  and 
manage  promotion  and  expenses  so  as  to  maximize  profits. 
A  buyer  would  concentrate  on  doing  a  good  merchandis¬ 
ing  job;  to  this  end  he  would  use  his  judgment  and  such 
aids  as  unit  controls,  an'^  would  refer  to  planned  percent¬ 
ages  only  occasionally  as  a  means  of  checking  his  operation. 

Imperfect  In  Practice 

But  that  is  in  theory,  and  we  are  concerned  with  what 
actually  happens  rather  than  with  what  is  supposed  to 
happen.  The  fact  is  that  many  questionable  and  faulty 
practices  have  grown  within  this  retail  system  with  results 
that  in  many  instances  are  imjaeding  progress.  When  we 
look  at  the  actual  operation  of  many  department  stores 
today,  these  are  some  of  the  kinds  of  things  that  we  find, 
though  not,  of  course,  all  in  the  same  store. 

(1)  Merchandise  managers  and  buyers,  j>erhaps  not  fully 
understanding  the  retail  system,  have  focused  on 
the  gross  margin  {>ercentage  and  the  planned  mark¬ 
on  percentage  as  the  major  operating  tools. 

(2)  The  planned  markon  |jercentage  frequently  is  used 
across  the  board  departmentally,  with  tacit  assump¬ 
tion  of  applicability  of  average  costs. 

(8)  Practically  no  attention  is  paid  to  differences  in  the 
costs  generated  by  particular  items. 


(4)  There  is  litde  regard  for  possible  elasticities  of 
demand. 

(5)  Litde  distinction  is  made  between  fixed  and  vari¬ 
able  costs. 

(6)  There  is  often  a  purely  mechanical  retailing  of 
orders,  using  either  the  manufacturer’s  suggested 
retail  price  or  a  traditional  price  line  of  the  de¬ 
partment. 

(7)  There  is  frequent  acceptance  of  net  sales  as  an 
appropriate  basis  of  expense  allocation. 

(8)  Often  too  much  confidence  is  reposed  in  the  final 
departmental  net  profit  percentages  after  expense 
allocation. 

(9)  It  is  quite  common  to  tie  in  the  gross  margin  per¬ 
centage  with  the  buyer’s  compensation  in  sudi  a 
way  as  to  make  the  buyer  most  reluctant  to  place 
any  orders  carrying  a  lower  markon  percentage  than 
his  planned  figure. 

(10)  In  sum,  attention  is  focused  on  ratios  to  sales  rather 
than  on  dollars,  and  the  convenient  p>ercentages 
have  become  crutches. 

Step  In  the  Right  Direction 

The  late  Carlos  B.  Clark,  controller  of  The  J.  L.  Hud¬ 
son  Company  of  Detroit,  who  was  pracdcally  the  father  of 
the  Retail  Inventory  Method,  was  the  first  to  point  out  a 
flaw  in  this  picture.  Over  23  years  ago,  Clark  said: 

“It  becomes  increasingly  apparent  that  a  department 
store  cannot  be  managed  on  the  theory  of  a  group  of 
parallel  departments,  each  contributing  its  residuum  of 
net  profit  or  loss  to  the  exchequer.  Instead,  it  must  be 
pictured  by  management  as  two  distinct  activities  and 
judged  each  by  its  own  set  of  measurements.  The  sell¬ 
ing  departments  are  not  parallel  businesses  producing 
net  profit,  but  are  like  streams  pouring  each  its  contri¬ 
bution  into  a  common  reservoir.  That  contribution 
consists  of  the  gross  margin  on  its  sales  less  its  direct 
expenses.’’* 

The  Clark  Contribution  Plan,  as  it  came  to  be  known, 
excited  much  interest  and  discussion  in  the  department 
store  world  over  a  considerable  period;  and  store  execu¬ 
tives  tended  to  divide  between  adherents  of  the  “net  profit’’ 
plan  and  adherents  of  the  “contribution”  plan,  though 
the  two  clearly  did  not  need  to  be  mutually  exclusive. 

The  Clark  Plan  in  its  various  guises  was  a  step  in  the 
right  direction,  but  it  did  not  go  far  enough.  For  many 
stores  that  adopted  the  plan,  contribution  simply  became 
an  intermediate  step  interposed  before  figuring  final  de¬ 
partment  net  profit.  Management  emphasis  continued  to 
be  on  sales,  markon  percentage,  and  gross  margin  per¬ 
centage.  There  was  no  real  change  in  the  thinking  of 
merchandise  managers  and  department  buyers. 

As  further  background  to  MMA,  it  seems  desirable  to 
offer  at  this  point  some  discussion  of  the  behavior  of  costs 
in  business,  since  it  is  the  differences  in  the  behavior  of 
costs  which  provide  the  theoretical  foundation  for  MMA. 
The  first  part  of  this  discussion  deals  somewhat  abstractly 
with  the  concepts  of  variable  costs,  fixed  costs,  and  con- 


*"  ‘Reservoir  Concept’  Is  Keynote  of  Future  Profits,”  Retail 
Ledger,  December,  19SS,  p.  IS. 
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tribution,  and  illustrates  their  interrelation.  Subsequently 
there  are  suggested  some  of  the  modifications  of  these  con¬ 
cepts  that  may  be  needed  from  the  standpoint  of  practical 
management. 

Cost  Theory  of  MMA 

Underlying  the  theory  of  Merchandise  Management  Ac¬ 
counting  is  the  distinction  between  fixed  and  variable 
costs.  Variable  costs  are  those  which  increase  in  total 
amount  as  the  number  of  units  sold  increases;  fixed  costs 
remain  unchanged  with  an  increase  or  decrease  in  the 
number  of  transactions. 

No  expense  is  either  fixed  or  variable  per  se,  under  all 
conditions.  The  variable  costs  are  those  which  are  contin¬ 
gent  on  the  particular  proposal  being  considered,  not  those 
which  have  already  been  incurred,  those  to  which  the 
business  already  is  committed,  those  that  will  go  on  irre¬ 
spective  of  the  volume  of  business  activity.  Thus  if  a 
department  manager  decided  to  hire  space  in  an  outside 
warehouse  to  take  care  of  a  large  shipment  of  refrigerators, 
that  would  be  a  variable  cost  for  the  handling  of  those 
particular  refrigerators;  if  at  another  time  he  decided  to 
have  deliveries  made  directly  from  a  distributor’s  stock 
without  utilizing  the  store’s  own  warehouse  facilities,  the 
cost  of  those  facilities  would  not  be  a  cost  against  these 
refrigerator  transactions.  For  the  department  manager  in 
this  latter  situation  warehousing  is  not  an  expense  that  he 
needs  to  take  into  account  in  figuring  the  contribution 
which  the  refrigerators  will  make  to  the  general  overhead, 
whereas  in  the  earlier  situation  it  was  such  an  expense. 


TABLE  2 


Most  expenses  are  either  fixed  or  variable  in  relation  to 
time.  In  the  long  run  practically  all  costs  are  variable;  in 
the  short  run  many  costs  are  fixed.  Costs  such  as  p>ercent- 
age  rentals  (after  the  minimum  has  been  reached),  delivery 
charges  from  outside  agencies  where  the  total  amount  of 
these  charges  is  in  direct  relationship  to  the  usage  of  the 
agency,  and  commissions  based  on  sales  volume  are  com¬ 
pletely  variable  expenses.  Many  expenses  are  fixed  within 
a  certain  range  of  volume  and  are  variable  only  with  a 
noticeable  increase  in  volume.  Salespeople’s  regular  sal¬ 
aries,  for  instance,  within  a  department  are  fixed  until 
extra  people  are  brought  in  for  a  special  promotion  or 
for  the  Easter  or  Christmas  season. 

The  contribution  concept  utilizes  this  distinction  be¬ 
tween  fixed  and  variable  expenses.  The  contribution  of 
the  department  or  of  the  store  is  the  difference  between 
the  gross  margin  and  the  variable  costs  (or,  if  the  gross 
margin  step  is  omitted,  it  is  the  difference  between  the  sales 
on  the  one  hand  and  the  cost  of  merchandise  plus  the 
variable  costs  on  the  other). 

Much  department  store  thinking  in  the  past  has  been 
based  on  the  concept  that  each  department,  or  each  item 
in  a  department,  should  carry  its  proper  share  of  the 
general  expenses.  This  mode  of  thinking  presumes  the 
allocation  of  a  fair  share  of  fixed  or  general  costs  to  each 
department;  and  within  each  department,  by  the  use  of 
more  or  less  standard  markon  percentages,  each  item  is 
made  to  bear  its  fair  share  of  the  general  overhead.  Accord¬ 
ing  to  this  way  of  thinking  the  abbreviated  operating  state¬ 
ments  of  three  hypothetical  departments  making  up  a 
single  business  normally  would  appear  as  follows  (Table  1): 


However,  under  the  contribution  plan,  the  statements  for 
each  department  would  not  go  beyond  the  contribution 
level  (Table  2): 


TABLE  1 


Dept.  A 

Dept.  B 

Dept.  C 

Total 

Sales 

$100,000 

$300,000 

$200,000 

$600,000 

Merchandise  costs 

60,000 

175,000 

120,000 

355,000 

Gross  margin 

Direct  expense 

Share  of  fixed  expense 

$40,000 

$20,000 

15,000 

$125,000 

$70,000 

45,000 

SS0,000 

$55,000 

3().00() 

.S245,000 

Total  expense 

35,000 

115,000 

85,000 

235,000 

Net  profit  or  loss 

$5,000 

$10,000 

($5,000) 

$10,000 

Dept.  A 

Dept.  B 

Dept.  C 

Total 

Sales 

$100,000 

$300,000 

$200,000 

$600,000 

Merchandise  costs 

$60,000 

$175,000 

$120,000 

Variable  expenses 

20,000  80,000 

70,000  245,000 

55,000  175,000 

500,000 

Contribution 

$20,000 

$55,000 

$25,000 

$100,000 

Fixed  expenses 

\ 

90,000 

Net  profit 

\  ' 

$10,000 
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Diagramatically  the  operating  statements  for  these  three 
departments  can  be  shown  as; 


y  J  not  this: 

^  Sales 

^  Gross  margin 

■  Direct  costs 

1  Allocated  costs 

t 

Total  costs 
1  [  Net  profit 

but  this: 

f  Sales 

Gross  margin 
Variable  costs 

I  Contribution 


ABC 


Here  the  sum  total  of  the  contributions  is  put  against  the 
sum  total  of  the  fixed  costs,  and  the  final  net  profit  is  the 
difference  between  these  two  figures  rather  than  being  the 
algebraic  sum  of  the  computed  net  profits  or  losses  of  the 
individual  departments. 

This  same  thinking  can  be  carried  over  to  an  item  basis. 
If  each  item  is  expected  to  carry  the  full  pro  rata  expense 
of  the  organization  (department  plus  store),  three  hypo¬ 
thetical  items  from  one  department  might  show  the  fol¬ 
lowing  profit  pictures  (Table  3); 


Examination  of  this  last  set  of  figures  (Table  4),  which 
admittedly  are  vastly  over-simplified,  might  lead  to  action 
by  management  to  accomplish  some  changes: 


Item  X— No  change,  continue  to 

sell  1,000  @  $1.10  contribution .  $1,100 

Item  Y— Lower  the  price  to  $7.50, 

sell  3,000  @  $1.60  contribution  .  4,800 

Item  Z— Cut  the  variable  expenses  to  $0.90, 

sell  3,000  with  no  contribution .  0 

Total  contribution  .  $5,900 

Fixed  expenses .  4,000 

Net  profit  .  $1,900 


Thus  by  having  data  which  direct  the  buyer’s  attention  to 
possibilities  such  as  selling  a  substantially  larger  quantity 
at  a  lower  price,  or  reducing  the  variable  cost  of  a  "loss” 
item  so  that  it  no  longer  makes  a  negative  contribution, 
management  boosts  profit  from  $1,000  to  $1,900. 

Modification  of  These  Cost  Concepts 

The  distinction  between  fixed  and  variable  costs  is  some¬ 
what  similar  to  but  not  quite  the  same  as  those  between 
escapable  and  inescapable,  current  and  sunk,  direct  and 
indirect,  out-of-pocket  and  book,  or  controllable  and  non- 
controllable.  All  these  distinctions  are  appropriate  in  par¬ 
ticular  uses,  and  in  deciding  what  costs  to  use  for  MMA, 
management  must  be  guided  not  only  by  theory  but  by 
practical  considerations.  The  imp>ortant  thing  is  that  in 
merchandising  and  pricing  discussions  the  buyer  should 
take  account,  so  far  as  p>ossible,  of  the  imp>ortant  costs  that 
will  be  incurred  by  the  particular  goods,  which  clearly  will 
have  to  be  covered  before  there  is  any  contribution  to  the 
general  overhead  costs  of  the  business.  These  costs  will 
commonly  include  certain  direct  costs  of  departmental 


TABLE  3 


Item  X 

Item  Y 

Item  Z 

Total 

Sales 

Gross  margin 

Total  expense  (35%) 

1,000  @$10  =  $10,000 
3,300 
3,500 

2,000  @  $8  =  $16,000 
6,200 
5,600 

3.000  @  $2  X  $6,000 
2.700 
2,100 

$32,000 

12,200 

11,200 

Net  profit 

($200) 

$600 

$600 

$1,000 

However,  if  $4,000  of  the  $11,200  total  expense  is  fixed, 
when  the  items  are  studied  individually  the  data  would 
look  like  this  (Table  4): 

TABLE  4 


Item  X 

Item  Y 

Item  Z 

Total 

Unit  price 

Cost 

V'ariable  expense 

$10.00 

.$6.70 

2.20  8.90 

$8.00 

$4.90 

1.00  5.90 

$2.00 

$1.10 

1.00  2.10 

Contribution 

$1.10 

$2.10 

($0.10) 

1,000  @$1.10  =  51,100 

2,000  @$2.10  =  $4,200 

3,000  @  ($0.10)  =  ($300) 

$5,000 

Fixed  costs 

$4,000 

Net  profit 

$1,000 
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operations,  and  since  the  operation  of  the  department  is 
essentially  the  area  of  the  buyer’s  responsibility,  there  will 
inevitably  be  some  correspondence  between  the  costs  he 
considers  and  those  that  normally  appear  on  the  depart¬ 
mental  operating  statement.  Thus  for  practical  purposes 
some  of  the  distinctions  other  than  that  between  fixed  and 
variable  costs  may  be  both  useful  and  easier  to  deal  with. 

It  is  certainly  not  contended  that  recognition  of  these 
cost  distinctions  is  entirely  new  in  the  department  store 
business.  It  has  cropped  up  in  many  situations,  in  the 
warehouse  sales  conducted  by  many  stores,  in  the  Macy 
“Q-expense”  analysis,  and  notably  in  the  operations  of 
stores,  such  as  Abraham  &  Straus,  that  are  actively  meeting, 
and  often  beating,  discount  house  prices.  But  these  are 
more  or  less  sjK)radic  uses  of  the  idea;  and  furthermore, 
in  the  case  of  the  warehouse  sales  and  the  competition 
with  discount  houses,  they  represent  only  one  part  of 
MMA.  As  emphasized  earlier,  the  basic  purpose  of  MMA 
is  the  improvement  of  department  store  profits;  pricing  is 
only  one  aspect  of  this  task,  and  MMA  might  result  in 
raising  prices  as  often  as  it  lowered  them. 

In  contrast  to  these  sporadic  and  partial  uses,  MMA 
represents  a  regularization  of  a  process  for  taking  the  im¬ 
portant  costs  into  account  in  making  the  normal  merchan¬ 
dising  and  buying  decisions. 


Three  Formalized  Approaches  to  MMA 

To  date  there  are  three  more  or  less  formalized  ap¬ 
proaches  to  Merchandise  Management  Accounting.  These 
are:  (1)  the  Controllable  Profit  approach  developed  by 
John  I.  Gotlinger,  controller  of  Goldblatt  Bros.,  Inc.;  (2) 
the  Jones  approach  as  developed  by  Robert  I.  Jones,  a 
partner  of  Arthur  Andersen  &  Co.;  and  (3)  the  modified 
approach  suggested  by  the  authors  of  this  study.  The 
Gotlinger  Controllable  Profit  approach  is  the  simplest  to 
install  and  use;  the  Jones  approach,  on  the  other  extreme, 
is  the  most  detailed  and  is  also  the  “purest”  approach 
since  it  adheres  rigorously  to  the  distinction  between  fixed 
and  variable  costs;  the  modified  approach  suggested  by  the 
authors  lies  between  these  two,  but  it  is  closer  to  the 
Gotlinger  method  than  to  the  Jones  method  in  that  it 
ties  closely  to  the  departmental  operating  statement.  A 
detailed  description  of  this  approach  is  preceded,  below, 
by  summaries  of  the  other  two  methods  and  a  discussion 
of  their  advantages  and  disadvantages. 

Far  from  eliminating  the  Retail  Inventory  Method  all 
these  approaches  in  their  present  form  operate  within  the 
general  framework  of  that  method  while  at  the  same  time 
minimizing  the  attention  which  the  buyers  and  merchan¬ 
disers  need  to  give  to  the  retail  percentages. 


The  Gotlinger  Controllable  Profit  Program'' 


The  method  recommended  by  John  I.  Gotlinger,  con¬ 
troller  of  Goldblatt’s,  is  the  simplest  to  install  and  use; 
but,  because  of  its  simplicity,  it  does  not  include  some  of 
the  refinements  which  may  be  the  ultimate  goal  of  many 
store  executives  when  they  think  of  using  MMA. 

The  Gotlinger  Controllable  Profit  Program  was  installed 
at  Goldblatt’s  in  October  1956  and  has  had  some  minor 
revisions  since  then.  These  revisions  generally  have  been 
caused  by  the  buyers  demanding  more  information  as  they 
learned  more  about  how  to  use  this  tool  and  could  see 
that  they  needed  more  data.  Use  of  this  program  has 
changed  the  emphasis  of  the  buyers  from  gross  margin  per¬ 
centages  to  controllable  profit  dollars  or  percentages. 

The  C/P  approach  employs  two  tools  for  the  buyers’ 
use:  (1)  a  chart  and  (2)  a  worksheet.  The  chart  is  a  nomo¬ 
graph  from  which  the  buyer,  with  the  use  of  a  straightedge, 
can  read  the  merchandise  margin  and  controllable  profit 
percentages,  after  he  has  determined  the  initial  markon, 
markdown,  and  advertising  percentages.  Normally  the 
buyer  uses  the  chart  to  obtain  the  merchandise  margin 
percentages.  The  controllable  profit  percentage  is  read 
from  the  chart  only  when  the  buyer  is  in  the  market  and 
wants  to  run  a  quick  check  on  the  item  he  is  considering. 

Before  the  purchase  is  approved  by  the  merchandise 
manager  the  buyer  must  fill  out  a  worksheet.  He  enters 


*See  App>endix  A  for  a  detailed  description  of  the  Gotlinger 
approach. 


the  merchandise  margin  percentage  from  the  chart  and 
from  this  piercentage  he  computes  the  dollar  merchandise 
margin  per  item.  Next  he  deducts  advertising,  warehous¬ 
ing,  customer  deliveries,  and  other  controllable  expenses 
to  obtain  the  controllable  profit  in  both  p>ercentage  and 
dollars.  As  a  guide,  die  percentage  figures  for  the  previous 
year  for  the  department  are  preprinted  on  the  worksheet. 
These  preprinted  historical  percentages  are  to  be  used  only 
when  the  buyer  cannot  make  better  estimates  through  his 
own  judgment. 

The  dollar  advertising  cost  p>er  item  is  estimated  by  the 
buyer  by  dividing  the  total  cost  of  the  planned  advertise¬ 
ment  by  the  number  of  items  in  the  purchase.  He  esti¬ 
mates  the  item  warehousing  cost  from  the  preprinted  de¬ 
partmental  pjercentage  figure,  unless  he  plans  not  to  ware¬ 
house  this  particular  item.  The  delivery  exjjense  is  esti¬ 
mated  by  the  buyer  based  on  a  unit  count  system  similar 
to  the  United  Parcel  count  system.  The  figure  for  other 
controllable  expenses  is  estimated  from  the  preprinted 
departmental  percentage,  unless  the  buyer  has  justification 
to  revise  this  figure  because  of  some  unusual  characteristics 
of  the  item  of  merchandise  being  considered.  After  mak¬ 
ing  these  estimates  and  entering  a  schedule  of  planned 
markdowns,  the  buyer  attaches  the  worksheet  to  the  pro¬ 
posed  purchase  order  and  submits  it  to  his  merchandise 
manager  for  approval.  If  the  purchase  i^  approved  the 
worksheet  is  detached  and  filed  to  be  followed  up  on  the 
date  of  the  first  projected  markdown. 
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Appraisal  of  the  C/P  Approach 

This  approach  used  by  Gotlinger  has  certain  advantages. 
Requiring  the  buyers  to  indicate  the  turnover  and  mark- 
downs  on  the  C/P  statement  is  particularly  commendable 
since  markdowns  represent  one  of  the  largest  areas  of  lost 
profits,  and  experience  indicates  that  buyers  do  not  regu¬ 
larly  link  up  the  markdown  expectations  on  particular 
items  with  the  cost  and  the  price  at  the  time  of  purchase. 
Another  recommendation  for  C/P  is  the  simplicity  of  the 
approach;  the  buyer  is  not  overburdened  with  detail,  but 
the  C/P  program  starts  him  thinking  along  the  lines  pro¬ 
posed  in  MMA.  Since  the  most  important  aspect  of  MMA 
in  the  first  stages  of  its  development  in  a  store  is  the  edu¬ 
cation  of  the  buyers  toward  a  different  way  of  looking  at 
merchandise  and  at  costs,  perhaps  many  companies  may 
prefer  this  rather  elementary  method. 

The  Gotlinger  C/P  approach  at  the  present  stage,  how¬ 
ever,  possibly  relies  too  much  on  over-all  departmental 
averages.  The  C/P  program  does  not  give  the  buyers  the 
tools  with  which  they  can  differentiate  the  handling  costs 
of  the  various  items  within  departments.  In  the  Gotlinger 
approach  it  is  suggested  that  buyers,  when  making  out  a 


C/P  statement,  take  into  consideration  the  various  mer¬ 
chandise  groupings  which  make  up  the  departmental  mer¬ 
chandise  mix  and  adjust  the  departmental  averages  either 
up  or  down  according  to  the  type  of  goods  being  consid¬ 
ered.  The  chances  are,  however,  that  all  too  frequently 
the  buyers  will  use  the  printed  departmental  averages  in¬ 
stead  of  adjusting  for  variations  that  might  be  appropriate 
for  particular  merchandise. 

Also,  the  considerable  use  of  percentages  in  the  Gotlinger 
approach  runs  counter  to  some  of  the  thinking  behind 
MMA.  In  MMA  those  costs  which  vary  with  the  price  of 
the  item  should  be  distinguished  from  those  which  vary 
with  the  physical  aspects  and  thus  have  little  relation  to 
either  the  cost  or  the  retail  price  of  the  item.  Markdowns 
and  shortages,  for  instance,  vary  almost  directly  with  the 
price  of  an  item  of  merchandise  while  delivery  varies  with 
the  size  and  weight,  receiving,  checking  and  marking  with 
the  bulk  and  the  type  of  marking  used,  and  alteration  and 
workroom  costs  with  the  type  of  item.  It  may  happen 
coincidentally  that  these  handling  costs  will  vary  in  pro- 
{X)rtion  to  the  retail  price  also,  but  the  factors  which  should 
be  considered  in  estimating  these  costs  are  the  physical 
aspects  of  the  merchandise. 


The  Jones  Approach  to  Merchandise 
Management  Accounting^ 


The  Jones  approach  to  MMA  differs  from  the  Gotlinger 
Controllable  Profit  approach  in  methodology  and  in 
degree  of  detail.  This  approach  is  theoretically  more  cor¬ 
rect  than  the  C/P  program,  particularly  in  the  careful 
differentiation  of  fixed  and  variable  expenses.  On  the 
other  hand,  there  is  some  danger  of  overwhelming  buyers 
with  a  load  of  unfamiliar  detail.  Robert  I.  Jones  has 
described  his  approach  in  general  terms  in  the  pamphlet 
“Merchandise  Management  Accounting  in  Practice”  and 
has  developed  sp>ecific  points  in  greater  detail  in  “Mer¬ 
chandise  Management  Accounting— A  Further  Discussion.”* 
The  Jones  system  gives  the  buyer  many  more  data  on 
item  merchandise  costs  than  does  the  Gotlinger  approach. 
Consequently  it  requires  a  great  deal  of  preparatory  an¬ 
alysis  of  costs.  After  such  analysis  has  been  made  and  the 
data  assembled,  however,  the  buyer  can  be  furnished  with 
tables  or  charts  from  which  he  can  immediately  read  off 
the  contribution  of  a  particular  item,  once  the  exp>ense 
category  (see  below)  is  identified,  at  various  combinations 
of  cost  and  retail  prices.  On  the  other  hand,  the  buyer 
using  the  Gotlinger  approach  has  only  a  few  historical 
averages  for  the  department,  mostly  in  percentage  form, 
and  from  these  he  is  expected  to  exercise  his  judgment  as 
to  what  will  be  the  costs  applicable  to  the  particular  pur- 


'See  Appendix  B  for  a  detailed  description  of  the  Jones  approach. 
These  pamphlets  are  available  from  Arthur  Andersen  &  Co., 
Chicago. 


chase  and  hence  what  contribution  will  be  yielded  at  vari¬ 
ous  prices.  In  part  the  difference  is  one  of  management 
philosophy  as  to  whether  it  is  preferable  to  have  most  of 
the  analytical  work  done  for  the  buyer  in  great  detail  or 
whether  a  better  plan  is  to  educate  the  buyer  gradually 
to  do  considerable  analytical  work  himself,  but  on  a 
simpler  scale. 

The  steps  to  be  taken  in  assembling  the  data  for  the 
Jones  approach  are  as  follows: 

1.  All  the  expenses  incurred  because  of  the  purchase 
or  sale  of  an  item  of  merchandise  must  be  examined  to 
determine  which  are  the  variable  expenses.  The  expenses 
should  be  considered  individually,  not  as  expense  centers 
or  natural  divisions  or  even  as  natural  divisions  within 
exf>ense  centers,  since  many  exp)ense  centers  include  both 
variable  and  fixed  expenses.  In  the  Jones  approach  to 
MMA  the  following  costs  are  mostly  variable  (after  the 
removal  of  such  fixed  elements  as  supervision):  receiving, 
checking  and  marking,  warehousing,  selling,  advertising, 
delivery,  alterations,  wrapping  and  packing,  sales  audit, 
accounts  payable,  markdowns,  discounts  given,  shortj^es, 
percentage  rentals,  and  accounts  receivable  and  credit. 

2.  A  standard  unit  for  distributing  the  variable  costs 
must  be  determined.  For  instance,  charge  sales  transactions 
must  be  counted  by  departments  and  by  types  of  credit  for 
allocation  of  accounts  receivable  expense. 

8.  The  next  step  is  to  determine  the  variable  cost  per 
unit  handled  by  allocating  the  variable  cost  according  to 
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the  counts  obtained  in  step  2.  The  distribution  of  selling 
salaries  when  salespeople  are  paid  straight  salaries  or  a 
combination  of  straight  salary  and  commission  is  made  on 
a  “weighted-unit”  basis.  The  weighted  units  are  deter¬ 
mined  by  asking  the  salespeople  to  judge  the  length  of  time 
required  to  sell  each  classification  of  merchandise,  i.e., 
above  average,  average,  and  so  on.  If  salespeople  are  paid 
on  a  straight  commission  basis  the  selling  expense  should 
be  distributed  to  the  items  of  merchandise  on  a  p>ercentage 
basis. 

4.  Next,  the  variable  cost  per  unit  sold  must  be  deter¬ 
mined.  This  differs  from  the  variable  cost  per  unit  handled 
according  to  the  frequency  of  usage  of  the  particular  ex¬ 
pense  by  the  item  of  merchandise. 

5.  The  final  step  in  preparing  the  data  for  use  is  to 
reproduce  them  in  a  form  which  can  be  handled  easily  by 
the  buyer  when  he  is  considering  a  purchase. 

It  has  been  discovered  in  the  Jones  approach  to  MMA 
that  the  handling  costs  of  all  the  items  within  a  single 
department  fall  into  certain  cost-patterns  or  categories 
and  that  the  number  of  these  patterns  is  relatively  small 
for  each  department.  This  categorization  reduces  the  data 
which  the  buyer  has  to  have  and  thus  simplifies  the  paper 
work  involved  in  using  MMA.  First,  he  has  to  determine 
the  expanse  category  appropriate  to  the  particular  item  of 
merchandise  he  is  considering,  and  then  he  selects  the 
chart  or  table  for  this  category.  From  this  table  or  chart 
he  can  read  the  amount  of  contribution  which  will  be 
obtained  for  this  item  at  various  retail  prices. 

Appraisal  of  the  Jones  Approach 

Good  managerial  accounting  systems  in  manufacturing 
industry  quite  typically  make  a  careful  differentiation  be¬ 
tween  fixed  and  variable  costs.  This  is  what  the  Jones 
approach  to  MMA  seeks  to  do  for  department  stores.  So 
far  as  theory  goes  there  can  be  no  quarrel  with  this  think¬ 
ing;  it  is  indubitably  correct.  The  questions  arise  in  the 
realm  of  practical  application. 

One  of  those  questions  is  whether  the  acceptance  of 
MMA  may  not  be  unduly  jeopardized  by  insistence  on  so 
much  nicety  in  the  differentiation  between  fixed  and  vari¬ 
able  costs.  Aside  from  the  not  inconsiderable  expenditures 
of  time  and  money  involved  in  making  such  elaborate 
studies,  there  is  the  fact  that  £xp>ense  Center  Accounting 
and  Production  Unit  Accounting  have  only  recently  been 
installed  in  many  stores,  at  the  cost  of  substantial  disrup¬ 
tion  of  esublished  practices,  and  management  at  this  stage 
is  not  likely  to  look  with  favor  on  any  new  program  that 
seems  not  to  utilize  the  data  from  these  systems  but  to 
require  a  whole  new  set  of  classifications  and  definitions 
for  the  purpose  of  providing  a  different  set  of  data.  Ex¬ 
pense  Center  Accounting  and  Production  Unit  Accounting 
seek  to  establish  unit  costs  of  handling  the  workload  in 
the  sales-supf>orting  activities;  MMA  aims  to  establish 
handling  costs  on  merchandise  items  sold  in  the  selling 
departments,  many  of  which  costs  are  those  of  the  sales- 
supporting  activities.  Both  systems  involve  counting  units 
of  various  kinds  and  measuring  the  cost  of  handling  those 
units;  surely  duplication  of  effort  ought  to  be  avoided  so 
far  as  possible. 


Furthermore,  for  practical  purposes  the  differences  that  I 

would  arise  for  MMA  by  treating  each  expense  center  as  a  I 

whole,  and  classifying  whole  centers  as  either  fixed  or  vari-  I 

able,  would  not,  in  our  opinion,  be  of  major  importance.  ^ 

The  whole  concept  of  Expense  Center  Accounting,  as  set  t 

forth  in  the  Standard  Expense  Center  Accounting  Manual,  I 

is  essentially  a  controllable  cost  concept.  The  objective  is  I 

not  the  finding  of  unit  costs,  but  the  effective  management  | 

of  controllable  costs.  Although,  as  pointed  out  earlier,  the  \ 

concept  of  controllable  costs  is  by  no  means  the  same  as  | 

the  concept  of  variable  costs,  there  are  enough  similarities  | 

between  them  so  that  the  expense  content  of  the  centers  I 

that  would  be  involved  in  MMA  is  predominantly  vari¬ 
able.  Practically  the  only  fixed  elements  still  appearing  in 
any  of  this  group  of  centers  are  the  relatively  small  amounts  * 
of  supervision.  Hence  as  measured  on  the  scale  of  the 
major  advantages  to  be  obtained  from  MMA  in  the  way  i 

of  a  reorientation  of  ptoint  of  view  in  the  direction  of  dol-  I 

lar  contribution  and  return  on  investment,  any  potential 
drawbacks  because  of  slightly  less  accurate  cost  informa¬ 
tion  do  not  appear  very  impressive. 

Another  reason  for  questioning  the  desirability  of  such 
a  detailed  breakdown  of  fixed  and  variable  costs  as  re¬ 
quired  by  the  Jones  system  grows  out  of  considerations 
relating  to  the  departmental  profit  and  loss  statement.  If 
a  buyer  is  to  be  encouraged  to  use  MMA,  he  will  naturally 
exp>ect  to  see  results  in  his  departmental  profit  and  loss 
statement.  Hence  it  is  important  that  the  basis  for  charg¬ 
ing  to  his  department  the  various  costs  that  enter  into  the 
determination  of  his  departmental  contribution  should 
correspond  as  closely  as  possible  with  the  basis  on  which  he 
has  calculated  the  applicable  costs  for  the  items  of  merchan¬ 
dise  under  MMA.  If  part  of  his  compensation  is  tied  to  his 
departmental  contribution,  as  many  advocates  of  MMA 
think  it  should  be,  the  necessity  for  this  correspondence  in 
procedures  is  even  greater.  The  point  of  this  discussion  is 
that  the  achievement  of  a  suitable  tie-in  between  the  MMA 
procedures  and  the  basis  for  assigning  costs  in  the  depart¬ 
mental  profit  and  loss  statement  is  made  much  more  diffi¬ 
cult  (1)  if  the  MMA  procedures  do  not  utilize  and  grow 
out  of  the  Expense  Center  Accounting’  and  (2)  particu¬ 
larly  if  the  breakdown  into  fixed  and  variable  costs  is  car¬ 
ried  into  the  centers. 

The  remaining  important  question  about  the  Jones  ap¬ 
proach,  as  indicated  earlier,  goes  to  the  underlying  philos¬ 
ophy:  Is  the  primary  objective  of  MMA  to  educate  buyers 
to  make  their  judgments  on  a  different  basis  from  that 
used  in  the  past,  or  is  it  to  provide  them  with  a  much 
more  elaborate  set  of  accounting  tools?  The  answer  per¬ 
haps  is  that  ultimately  both  things  are  involved;  but  there  | 

is  doubt  as  to  the  desirability  of  stressing  the  elaborate  < 

tools,  es|>ecially  at  the  outset.  I 


’In  the  future  Expense  Center  Accounting  may  need  some 
changes  for  effective  use  with  MMA.  Changes  which  have  been 
su(^ested  from  various  sources  are:  setting  up  a  warehouse  ex¬ 
pense  center;  providing  for  charging  equipment  rentals  to  all 
centers;  accumulating  merchandise  carrying  charges  in  one  cen¬ 
ter;  making  alterations  and  workrooms  into  an  expense  center; 
distributing  depreciation  and  equipment  rentals  to  all  expense 
centers;  and  crediting  accounts  receivable  income  to  the  ac¬ 
counts  receivable  and  credit  center. 
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A  Suggested  Modified  Approach  to 
Merchandise  Management  Accounting 


Another  approach,  one  which  is  being  suggested  by 
the  authors  of  this  report,  is  in  some  respects  a  com¬ 
promise  between  the  Gotlinger  and  the  Jones  approaches. 
This  third  approach  utilizes  some  of  the  unit  costing  tech¬ 
niques  from  the  Jones  method  but  builds  on  Expense 
Center  Accounting  and  the  departmental  operating  state¬ 
ments,  and  leaves  to  the  buyer  the  initiative  in  determin¬ 
ing  the  estimated  handling  costs  for  the  specific  pieces  of 
merchandise.  This  approach,  similar  to  the  Gotlinger 
method,  utilizes  worksheets  which  the  buyer  is  expected 
to  fill  in  at  the  time  a  new  item  is  purchased  but  goes 
somewhat  further  with  unit  costs  and  also  moves  away 
from  percentages  wherever  feasible. 

An  important  adjunct,  in  the  opinion  of  the  authors, 
is  a  plan  of  paying  the  buyers  which  bases  the  variable 
part  of  their  compensation  on  departmental  dollar  contri¬ 
bution  (or  the  improvement  thereof).  With  such  a  pay¬ 
ment  plan  buyers  would  soon  see  the  advantage  of  using 
the  worksheets  for  most  purchases. 


Two  suggested  worksheets  for  a  radio  and  phonograph 
department  are  shown  in  Exhibits  I  and  III.  The  first  of 
these.  Exhibit  I,  is  a  shorter  form  which  is  recommended 
for  use  at  the  outset.  This  form  is  not  greatly  different 
from  the  Gotlinger  C/P  worksheeL  The  second  form. 
Exhibit  III,  represents  a  greater  refinement  through  the 
breaking  out  of  a  number  of  smaller  expense  centers.  It 
is  the  thought  of  the  authors  that  progression  to  the  longer 
list  of  expenses  should  be  made  only  as  buyers  indicate 
a  desire  for  it.  The  use  of  the  simpler  form  at  the  outset 
is  suggested  in  the  belief  that  the  principal  emphasis  of 
MM  A  should  be  on  the  education  of  the  buyers  rather 
than  on  the  theoretical  accounting  aspiects,  and  that  this 
first  aim  can  best  be  achieved  through  a  relatively  simple 
approach. 

The  worksheet  can  be  used  for  individual  items  or  for 
the  total  invoice.  The  sample  worksheet  shown  here  is  on 
a  single  item  basis,  but  it  can  easily  be  changed  to  an  in¬ 
voice  basis.  Quite  piossible,  also,  would  be  the  application 


EXHIBIT  I  Buyers’  Worksheet  (Suggested  Short  Form) 


Department  68-71 

RADIOS  AND  PHONOGRAPHS 


Number  of  Items 


Vendor 


1.  Invoice  price  per  item .  S_ 

2.  Discount  . 


S.  Net  invoice  price .  |  (Lines  1  —  2) _ 

4.  Inward  transportation .  #  of  items) 

5.  Alteration  and  workroom  costs  (See  Line  1,  Exhibit  II) 


Expenses: 

14.  Direct  selling  .  |  (See  Line  3,  Exhibit  II) 

15.  Item  advertising .  (See  Line  4,  Exhibit  II) 

16.  Delivery  .  (See  Line  5,  Exhibit  II) 

17.  Merchandise  carrying  charges  (See  Line  6,  Exhibit  II) 

18.  Other  applicable  expenses  . . .  (See  Line  7,  Exhibit  II) 


^  (See  Line  2,  Exhibit  II) 
(1.6%  of  orig.  ret.) 
(1.6%  of  orig.  ret.) 

%  (Lines  1  +  8  +  9) 

%  (Lines  6  —  10) _ 

I  (Lines  3  -}-  4  H-  5) 


$  (Lines  11  —  12) 


6.  Original  retail 

7.  Markdowns 

8.  Shortages 

9.  Discounts  given 

10.  Total  retail  reductions 

11.  Net  retail 

12.  Total  merchandise  costs 


13.  Gross  margin 


(Lines  14-|-15-H6-f  17-H8)  •S-  Total  applicable  expenses 


j  (Lines  13  —  19) 


20.  Item  contribution 


,  Line  20  _ 

21  Return  on  purchase  outlay  - - -  % 

Line  3 


22.  Total  contribution  =  Line  20  X  Number  of  items  =  | 
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of  such  a  worksheet  to  an  entire  merchandise  classification. 
On  an  item  basis  it  is  suggested  that  the  worksheet  should 
be  used  by  the  buyer  whenever  he  purchases  a  new  item, 
wants  to  review  an  item  presently  being  carried,  or  wants 
to  promote  an  item  from  stock.  Worksheets  will  not  be 
used  for  reorders  of  items  already  being  carried  unless 
there  are  some  new  or  revised  cost  factors  to  be  considered. 

The  buyer,  at  the  time  of  the  purchase,  enters  the  in¬ 
voice  price  and  the  discount  on  the  worksheet.  The  net 
invoice  price  is  obtained  from  these  two  figures.  Next  the 
buyer  estimates  the  inward  transf>ortation  and  the  service 
costs,  which  when  added  to  the  net  invoice  price  give  the 
total  merchandise  costs.  Then  he  estimates  the  individ¬ 
ual  applicable  expenses  for  this  particular  purchase,  total¬ 
ing  these  to  the  total  applicable  expenses  figure.  At  this 
point,  the  buyer  sets  a  tentative  retail  price.  Next  the 
estimated  retail  reductions  are  subtracted  from  the  orig¬ 
inal  retail  price  to  obtain  the  expected  average  sale  price 
of  these  items.  Subtracting  the  total  merchandise  costs 
from  the  average  net  sale  leads  to  a  gross  margin  figure; 
and  then  the  total  applicable  expenses  are  deducted  to 
show  the  contribution. 


The  buyer  now  must  decide  whether  this  contribution 
is  big  enough  for  the  item  being  considered.  If  he  decides 
that  the  amount  of  contribution  is  acceptable,  both  in 
dollars  and  in  return  on  purchase  outlay,  based  on  stand¬ 
ards  predetermined  by  management  (these  standards,  of 
course,  will  vary  among  the  several  departments),  he  will 
make  the  purchase.  If  the  amount  is  not  acceptable  the 
buyer  should  reconsider  the  estimates  he  has  made  for 
costs  and  exp>enses  to  see  whether  any  of  these  amounts 
can  or  should  be  adjusted  either  through  different  arrange¬ 
ments  with  the  manufacturer  or  through  different  handling 
within  the  store  or  whether  the  price  can  be  changed.  If 
an  acceptable  contribution  is  still  not  indicated  on  the 
worksheet  then  the  buyer,  with  his  merchandise  manager, 
must  decide  whether  this  is  an  item  of  merchandise  which 
store  policy,  competition,  or  some  other  factor  dictates 
that  the  department  must  carry. 

If  this  item  must  be  carried,  the  purchase  probably  will 
be  made  but  the  buyer,  knowing  that  the  item  does  not 
contribute  as  much  as  other  items  within  the  department, 
will  refrain  from  putting  much  promotion  behind  it. 

For  the  use  of  the  buyer  a  list  of  typical  dollars  or  per- 


EXHIBIT  II  Data  for  RADIOS  AND  PHONOGRAPHS  Department  Buyers’  Worksheet 


The  following  data  are  based  on  department  and  store  experience.  The  buyer  will 

use  these  figures  as  guides  to  his  judgment  when  he  is 

filling  out  the  worksheet. 

CkMt  per  Item 

Portable 

Radios 

ITEM 

Table  Model 
Radios  and 
Phonographs 

Console  Model 

Radios  and 
Phonographs 

1. 

Workroom  costs  (service  costs  X  %  serviced): 

Service  cost 

$3.00 

$3.00 

$12.50 

%  serviced 

20% 

40% 

40% 

Average  service  costs 

$0.60 

$1.20 

$5.00 

2. 

Markdowns: 

Average  amount 

$1.00 

$1.60 

$3.00 

%  of  original  retail 

4.0% 

3-7% 

3.5% 

S. 

Direct  selling: 

When  salesmen  are  paid  salaries 

$1.60 

$2.40 

$4.00 

When  salesmen  are  paid  commissions 

1.2  X 

commission  %  X  net 

retail 

4. 

5. 

Item  advertising  (item's  share  of  ad  -h  #  of  items): 
Item’s  share  of  ad  =  %  applicable  to  item  X  lines 
of  space  X  space  rate 

Space  rate  =  $0.45  per  line 

Delivery  ($0.40  X  %  del.  X  #  of  counts) 

%  delivered 

50% 

90% 

100% 

Number  of  counts 

2 

3 

5 

Delivery  cost 

$0.40 

$1.08 

$2.00 

6. 

7. 

Merchandise  carrying  charges: 

Items  which  will  be  75%  out  of  stock  in: 

Less  than  3  months 

3-6  months 

6  or  more  months 

Other  applicable  expenses: 

Other  selling 

Buying 

Departmental  advertising  and  display 

Receiving,  checking,  and  marking 

Warehousing 

Total  other  departmental  expenses 

0.9%  of  net  retail 

1.8 

2.7 

1.2%  of  net  retail 

2.8 

1.0 

0.8 

0.5 

6.3%  of  net  retail 

\ 

^  ' 
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the  purchase  by  the  number  of  items.  The  buyer  will  be 
g^ven  data  on  typical  transf>ortation  costs  for  the  types  of 
merchandise  which  he  regularly  buys. 

5.  Alterations  and  workrooms.  The  buyer  notes  here 
the  average  cost  for  alterations  and  workrooms  for  this 
item  of  merchandise.  In  the  case  of  the  radios  and  phono¬ 
graphs  department  this  cost  is  the  item’s  share  of  the  radio 
and  television  service  workroom  expense.  This  share  is 
determined  by  finding  the  average  cost  to  service  various 
classifications  of  radios  and  phonographs  and  the  percent¬ 
age  serviced  in  each  classification.  These  data  may  be  ob¬ 
tained  from  job  records  kept  by  radio  and  television  service 
or,  if  such  records  are  not  available,  estimates  of  these 
ratios  should  be  made  by  the  buyer  and  the  service  super¬ 
visor. 

6.  Original  retail.  The  buyer  will  enter  here  the  retail 
selling  price  which  he  proposes  to  place  on  this  item  of 
merchandise. 

7.  Markdowns.  From  the  data  sheet  the  buyer  may  use 
either  the  dollar  markdown  or  the  percentage  markdown 
for  the  proper  classification  and  adjust  it  for  the  particular 
item  of  merchandise.  Both  the  percentage  and  dollar  fig- 


EXHIBIT  III  Buyers’  Worksheet  (Suggested  Longer  Form  for  Future  Use) 


Department  68-71 

Item 

Vendor 

RADIOS  AND  PHONOGRAPHS 

Number  of  Items 

Date 

— 

Invoice  price  per  item 

Discount . 

Net  invoice  price  . 

$ 

Original  retail 

Inward  transportation  .  . 

Alteration  and  workroom  costs 

S 

Markdowns 

Shortages 

Discounts  given 

s 

Total  retail  reductions 

$ 

Net  reuil 

Total  merchandise  costs 

Expenses; 

$ 

Gross  margin 

Direct  selling . 

$ 

Item  advertising . 

Delivery  . 

Merchandise  carrying  charges 

Warehousing . 

Receiving,  checking  and  marking 

Other  applicable  expenses 

Total  applicable  expenses 

5 

Item  contribution 

D  .  ,  ,  Item  contribution  _ 

Return  on  purchase  outlay  = -  =  % 

Net  invoice  price 

Total  contribution  =  Departmental  contribution  X  Number  of  items  =  | 

centages  for  the  expenses  listed  on  the  worksheet  will  be 
included  with  each  department’s  worksheets.  Exhibit  II 
illustrates  such  a  data  sheet.  The  figures  shown  there, 
while  believed  to  be  generally  representative,  are  given  for 
illustrative  purposes  and  would  be  quite  different  in  in¬ 
dividual  stores. 

Explanation  of  Items  on  Worksheet 

1.  Invoice  price  per  item.  The  buyer  will  enter  here 
the  gross  invoice  price  per  item,  before  discounts. 

2.  Discount.  The  buyer  will  enter  here  the  discount 
offered  by  the  resource,  applying  the  rate  to  the  invoice 
price  per  item.  (This  kind  of  thinking  on  the  part  of  the 
buyer  need  not  interfere  with  the  store’s  established  policy 
as  to  how  cash  discounts  are  handled.) 

3.  Net  invoice  price.  The  net  invoice  price  is  the  in¬ 
voice  price  per  item  less  the  discount. 

4.  Inward  transportation.  The  buyer  will  enter  the 
dollar  cost  per  item  for  inward  transportation  on  this  pur¬ 
chase.  The  inward  transportation  cost  per  item  is  the 
result  of  dividing  the  total  inward  transportation  cost  for 
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ures  are  based  on  the  department’s  historical  data.  The 
percentages,  which  normally  are  computed  as  percentages 
of  net  sales,  must  be  presented  on  the  data  sheet  as  per¬ 
centages  of  original  retail. 

8.  Shortages.  The  percentage  used  here  will  be  the 
departmental  current  figure.  This  percentage,  like  the 
markdown  {percentage,  must  be  shown  as  related  to  orig¬ 
inal  retail  instead  of  to  net  sales. 

9.  Discounts  given.  Discounts  given  will  be  handled 
in  a  similar  manner  to  shortages. 

10.  Total  retail  reductions.  This  is  the  sum  of  mark- 
downs,  shortages,  and  discounts  given  as  estimated  for  the 
particular  item  of  merchandise. 

11.  Net  retail.  The  buyer  will  enter  here  tlie  differ¬ 
ence  between  the  original  retail  and  the  total  retail  reduc¬ 
tions.  (If  preferred  this  figfure  may  be  given  some  other 
designation  such  as:  “average  net  sale’’  or  “maintained 
retail.’’) 

12.  Total  merchandise  costs.  The  buyer  will  note 
here  the  sum  of  the  net  invoice  price,  inward  transporta¬ 
tion,  and  alterations  and  workrooms. 

IS.  Gross  margin.  This  is  the  difference  between  net 
retail  and  total  merchandise  costs. 

14.  Direct  selling.'*  If  the  salespeople  are  paid  straight 
salaries  or  salaries  combined  with  small  commissions,  the 
buyer  will  enter  the  appropriate  dollar  cost  on  the  work¬ 
sheet.  If  the  salesfieople  are  paid  {percentage  commissions, 
the  buyer  will  enter  a  cost  based  on  the  commission  rate, 
which  has  been  inflated  by  a  factor  to  allow  for  supple¬ 
mentary  benefits.  (In  the  example  of  the  radio  and  phono¬ 
graph  department,  these  supplementary  benefits  are  esti¬ 
mated  to  be  20  per  cent  of  the  commissions  paid.) 

The  dollar  selling  costs  shown  on  the  data  sheets  may 
be  obtained  in  one  of  several  ways.  A  rough  time  study 
method  similar  to  that  used  in  the  Jones  approach  may 
be  applied  to  find  the  relative  costs  of  selling  the  several 
classifications  of  merchandise.  If  such  a  time  study  is  im¬ 
practical,  a  simpler  method  of  obtaining  usable  cost  factors 
is  to  find  the  historical  departmental  average  selling  cost 
{per  transaction  and  then  ask  the  buyer  and  section  man¬ 
ager  to  adjust  this  average  according  to  their  best  knowl¬ 
edge  of  the  relative  time  it  takes  to  sell  an  item  in  each 
merchandise  classification.  In  the  example  shown,  the 
average  selling  cost  {per  transaction  was  $2.40  (including 
supplementary  benefits)  and  the  buyer  and  department 
manager  estimated  that  table  model  radios  and  phono¬ 
graphs  took  the  average  length  of  time  to  sell,  portable 
radios  took  one-third  less  time,  and  console  model  radios 
and  phonographs  took  two-thirds  more  time.  These  esti¬ 
mates  resulted  in  the  $2.40,  $1.60,  and  $4.00  selling  cost 
factors  shown  on  the  data  sheet.  (In  some  departments  the 
{possibility  should  not  be  overlooked  that  multiple  sales 
may  affect  both  selling  and  delivery  costs.) 

15.  Item  advertising.  If  the  buyer  plans  to  advertise 
the  item  being  purchased,  then  the  cost  of  this  promotion 
will  be  charged,  in  part  at  least,  to  this  purchase.  The 
store’s  average  space  rate,  inflated  by  a  factor  to  cover 


The  direct  selling  payroll  expense  includes  supplementary 
benefits.  Supplementary  benefits  should  be  added  to  all  payroll 
ex|>enses  considered  on  the  worksheet. 


supervisory  and  preparation  costs,  will  be  multiplied  by  the 
number  of  lines  to  be  used  for  the  item  and  the  {percentage 
of  the  advertisment  which  is  applicable  to  the  item  and 
then  divided  by  the  number  of  items  to  obtain  the  cost 
per  item. 

Whether  the  entire  cost  of  the  advertising  or  only  a  pro 
rata  share  of  it  is  to  be  charged  to  the  item  should  be  a 
decision  made  on  a  policy  basis  by  the  store’s  merchandis¬ 
ing  and  advertising  executives,  depending  on  the  type  of 
promotion  the  store  runs.  If  a  store  is  a  promotional  type, 
the  entire  cost  of  the  advertising  might  be  charged  to  the 
item,  but  if  a  store  is  trying  in  most  of  its  advertising  to 
stress  the  store  or  the  department  rather  than  the  item, 
then  the  item  should  be  charged  with  only  a  proportion 
of  the  promotion  cost.  Such  a  proportion  might  well  vary 
among  departments  or  between  the  upstairs  and  down¬ 
stairs  stores. 

16.  Delivery.  The  buyer  will  multiply  the  estimated 
percentage  delivered  (usage  factor)  by  the  number  of  de¬ 
livery  counts  in  the  item  by  the  cost  per  count.  This  cost 
{Per  count  should  be  the  cost  as  charged  by  U.P.S.  (or  a 
similar  cost)  inflated  to  include  all  other  delivery  costs 
incurred  by  the  store.  This  cost  {per  count  will  be  the  same 
for  all  departments,  i.e.,  it  will  be  the  same  on  all  the 
worksheets  throughout  the  store. 

17.  Merchandise  carrying  charges.  This  exfiense  in¬ 
cludes  interest  at  4%,  insurance,  and  taxes  on  the  cost 
value  of  the  purchase.  Interest  is  an  imputed  figure  while 
insurance  and  taxes  are  based  on  historical  data.  The  per¬ 
centage  has  to  be  converted  from  percentage  of  cost  to 
percentage  of  net  sales.  The  4%  interest  plus  1%  to  2% 
for  taxes  and  insurance,  converted  from  cost  to  a  sales 
base,  results  in  an  estimated  carrying  charge  rate  of  3.5% 
of  sales  per  year  or  0.3%  per  month.  The  buyer  selects 
from  0.9%  for  an  item  of  merchandise  which  he  estimates 
will  be  75%  out  of  stock  in  three  months,  1.8%  for  an 
item  which  will  be  75%  out  of  stock  in  six  months,  and 
2.7%  for  an  item  which  will  not  be  75%  out  of  stock 
until  after  six  months,  and  applies  this  percentage  to  the 
average  net  retail  of  the  merchandise  to  obtain  the  mer¬ 
chandise  carrying  charge  per  item. 

18.  Other  applicable  expenses.  The  buyer  will  also 
enter  on  the  worksheet  the  cost  per  item  resulting  from 
applying  to  the  net  retail  the  {percentage  of  sales  for  other 
applicable  expenses  printed  on  the  data  sheet.  The  {per¬ 
centages  printed  on  the  worksheet  are  the  departmental 
averages,  obtained  from  the  departmental  statements  for 
previous  pericpds  and  adjusted  for  any  planned  changes. 
The  individual  percentages  for  other  selling,  for  buying, 
for  departmental  advertising  and  display,  for  receiving, 
checking  and  marking,  and  for  warehousing  should  be 
adjusted  by  the  buyer  if  he  feels  that  the  item  under  con¬ 
sideration  is  not  typical  of  those  usually  carried  in  the 
department. 

The  costs  included  in  other  applicable  expenses  will 
vary  among  stores  depending  on  the  feasibility  of  break¬ 
ing  out  the  individual  expenses  and  on  the  policy  as  to 
the  expenses  which  the  store  includes  in  the  departmental 
statements.  The  costs  listed  on  the  worksheet  should  be 
the  same  ones  as  shown  on  the  departmental  statement  and 
the  same  ones  which  are  used  in  computing  contribution 
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to  determine  the  buyer’s  compensation.  If  a  store  has  a 
straight  percentage  rental  agreement  this  cost  should  go 
on  the  worksheet.  The  determining  factor  is  whether  the 
expense  is  one  that  goes  above  the  contribution  line.  Ac¬ 
counts  payable,  sales  audit,  and  accounts  receivable  and 
credit  are  not  included  in  the  worksheets  shown  here,  but 
in  some  stores  where  these  expense  centers  are  allocated 
according  to  the  recommendations  in  Chapter  XV  of  the 
Standard  Expense  Center  Accounting  Manual  these  costs 
should  be  included  on  the  worksheets. 

An  important  cost  which  might  well  be  broken  out  at 
an  early  point  is  warehousing.  The  Jones  approach  makes 
provision  for  this  cost,  but  since  warehousing  is  not  pres¬ 
ently  set  up  as  an  expense  center  in  the  Standard  Expense 
Center  Accounting  Manual,  we  have  not  suggested  it  as 
one  of  the  costs  to  be  broken  out  initially.  If  warehousing 
is  allocated  to  the  items,  other  than  through  the  depart¬ 
mental  average,  the  cost  should  be  a  combination  of  two 
factors:  (1)  a  flat  rate  for  the  item  to  cover  the  handling 
cost  in  and  out  of  the  warehouse,  and  (2)  a  rate  which 
will  vary  according  to  the  length  of  time  the  merchandise 
will  remain  in  the  warehouse.  The  first  factor  could  be 
obtained  either  in  a  rough  time  study  method  or  through 
estimates  made  by  the  warehouse  manager  and  the  buyers, 
similar  to  the  method  described  above  under  Selling.  The 
same  type  of  time  estimate  made  for  merchandise  carrying 
charges  could  be  used  to  determine  the  second  factor  in 
the  warehouse  charge. 

As  various  costs  are  broken  out  of  the  group  of  other 
applicable  expenses  they  should  be  set  up  on  the  data  sheet 
for  the  buyer’s  use  in  the  manner  already  discussed. 

19.  Total  applicable  expenses.  This  is  the  sum  of  di¬ 
rect  selling,  item  advertising,  delivery,  merchandise  carry¬ 
ing  charges,  and  other  applicable  expenses. 

20.  Item  contribution.  The  buyer  will  enter  here  the 
difference  between  the  gross  margin  and  the  total  appli¬ 
cable  expenses. 

21.  Return  on  purchase  outlay.  This  is  the  item  con¬ 
tribution  divided  by  the  net  invoice  price. 

22.  Total  contribution.  This  is  the  item  contribution 
multiplied  by  the  number  of  items. 

Worksheet  data  of  the  type  described  above  are  given 
to  the  buyers  to  help  in  their  determination  of  the  dollar 
amounts  of  the  costs  involved.  These  data  are  to  be  used 
by  the  buyer  as  guides  on  the  basis  of  which  he  will  exer¬ 
cise  judgment  in  the  light  of  his  own  exp>erience.  If  the 
item  under  consideration  is  something  with  which  the 
buyer  is  unfamiliar,  then  he  may  use  the  dollar  or  per¬ 
centage  figures  shown  on  the  data  sheet  without  adjust¬ 
ments.  Usually,  however,  the  buyer  will  have  some  knowl¬ 
edge  or  expectation  about  the  selling  and  handling  char¬ 
acteristics  of  the  goods  which  he  can  effectively  use  in 
determining  the  contribution  exp>ected  from  the  item. 
The  information  on  the  data  sheet  may  be  based  on  cur¬ 
rent  records  or  time  studies,  or  may  be  simply  rough  esti¬ 
mates,  if  it  is  not  practical  to  obtain  more  accurate  infor¬ 
mation.  Of  course  the  more  accurate  the  data,  the  more 
meaningful  the  results  obtained  from  the  worksheets. 
But  since  the  most  imp>ortant  objective  of  this  philosophy 
is  the  education  of  buyers  and  merchandise  people  to  think 


about  the  costs  involved  in  the  handling  of  individual 
items,  the  adoption  of  MMA  need  not  be  deferred  because 
of  the  lack  of  completely  accurate  data. 

Departmental  Operating  Statement 

If  the  buyer  is  to  use  the  new  tools  suggested,  then  the 
departmental  operating  statement  is  also  in  need  of  reno¬ 
vation.  It  is  desirable  to  keep  the  departmental  statement 
in  both  form  and  substance  as  close  to  the  worksheet  as 
possible,  if  the  buyer’s  compensation  is  to  be  based  in  part 
on  the  departmental  contribution. 

Thus  the  periodic  departmental  reports  (see  Exhibit 
IV),  whether  for  the  month,  quarter,  season,  or  year,  should 
report  the  total  chargeable  costs  of  the  department  corre- 
sf>onding  to  those  on  the  buyers’  worksheets  just  described. 
Like  the  worksheet,  the  departmental  statement  will  show 
both  a  gross  margin  line  and  a  contribution  line  (although 
the  authors  believe  that  ultimately  it  may  be  desirable 
to  drop  the  gross  margin  line  on  both  the  worksheet  and 
the  departmental  statement  and  concentrate  attention  at 
the  contribution  level). 

With  respect  to  costs,  the  departmental  statement  in¬ 
cludes  the  same  items  as  the  worksheet  except  that  the 
departmental  statement  breaks  into  expense  centers  the 
costs  which  in  the  worksheet  are  lumped  under  “other 
applicable  expenses.’’  There  is  no  thought  that  dollar  and 
cent  cost  data  from  the  worksheets  will  add  up  to  the  totals 
app>earing  in  the  departmental  statement  because  the  work¬ 
sheets  will  not  be  made  out  for  all  items  handled.  Further¬ 
more,  worksheets  are  for  items  purchased  during  the  period 
whereas  the  departmental  statement  relates  to  total  sales 
for  the  jjeriod. 

There  is,  of  course,  some  danger  that  buyers  who  tend 
on  their  worksheets  to  underestimate  some  costs,  perhaps 
by  underestimating  the  usage  factor,  will  be  disappointed 
by  the  total  amount  of  departmental  contribution  shown 
at  the  end  of  the  season;  but  this  is  all  part  of  the  educa¬ 
tional  process  of  getting  buyers  to  make  good  estimates. 
Where  buyers  feel  that  the  bases  on  which  certain  expense 
centers  are  charged  to  their  departments  are  not  reflecting 
true  costs  as  far  as  the  merchandise  in  their  departments 
is  concerned,  they  should  be  encouraged  to  push  manage¬ 
ment  for  greater  refinement.  The  important  point  is  that 
there  should  be  no  fundamental  inconsistency  between  the 
bases  on  which  the  costs  are  charged  to  the  department 
(above  the  contribution  line)  and  the  bases  used  by  the 
buyer  in  estimating  those  costs  on  the  worksheet 

New  Management  Yardsticks 

The  departmental  of>erating  statement  as  here  described 
is  one  that  is  designed  primarily  to  be  given  to  the  buyer. 
From  the  pKiint  of  view  of  top  management  reviewing  the 
pierformance  of  many  departments,  it  is  desirable  to  have 
a  version  of  the  departmental  sutement  carrying  consider¬ 
ably  more  percentage  information. 

The  contribution  on  the  departmental  statement  is  re¬ 
lated  to  the  average  cost  inventory— i.e.,  the  average  amount 
of  the  company’s  funds  invested  in  the  stock  of  the  depart¬ 
ment;  it  also  is  shown  as  a  dollar  figure  per  square  foot  of 
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the  department’s  selling  space.  Along  with  the  sales  vol¬ 
ume,  these  two  ratios  should  be  among  the  principal  meas¬ 
uring  sticks  for  the  buyer’s  j>erformance. 

There  is  a  possibility  that  in  the  future  goals  might  be 
set  for  dollar  and  f>ercentage  contribution  departmentally. 
Both  the  dollar  and  percentage  goals  would  differ  among 
departments,  determined  by  the  past  experience  and  the 
future  exp>ectations  of  each  department. 

Total  Store  Operating  Statement 

Since  it  is  important  that  top  executives  also  should 
think  in  terms  of  the  new  approach,  revision  of  the  total 
store  of>erating  statement  is  proposed.  The  conventional 


form  of  total  store  profit  and  loss  statement  begins  with 
gross  sales  and  runs  through  cost  of  merchandise  sold,  gross 
margin,  expenses,  and  net  gain.  In  this  conventional  state¬ 
ment  the  only  costs  that  are  shown  above  the  gross  margin 
line,  in  addition  to  the  cost  of  the  merchandise  itself,  are 
inward  transportation  and  net  alteration  and  workroom 
costs.  The  other  op>erating  costs  all  appear  below  the  gross 
margin,  where  they  may  be  grouped  in  more  or  less  detail 
according  to  various  of  the  classifications  set  forth  in  the 
Standard  Expense  Center  Accounting  Manual. 

Exhibit  V  presents  a  proposed  form  of  revised  total  store 
operating  statement.  In  this  statement  gross  margin  does 
not  appear  at  all;  the  significant  figure  is  contribution,  i.e., 
the  sum  total  of  all  the  departmental  contributions  as 


EXHIBIT  IV  Departmental  Operating  Statement 


SALES: 

Gross  sales 

Returns  and  allowances 
Net  sales 

MERCHANDISING  COSTS: 
Beginning  inventory 
Purchases  at  billed  costs 
Cash  discounts  earned 


Purchases  net 


Ending  inventory 


Inward  transportation 
Alteration  and  workroom  costs 


Gross  margin 

EXPENSES: 

Selling 

Sales  Promotion 
Delivery 

Merchandise  carrying  charges 
Warehousing 

Receiving,  checking,  and  marking 
Buying 


Departmental  contribution 


Return  on  average  inventory 
Contribution  per  square  foot 

Markdowns 
Shortages 
Discounts  given 

Total  retail  reductions 
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EXHIBIT  y  Total  Store  Profit  and  Lom  Statement 


SALES: 

Gross  sales 

Returns  and  allowances 

Net  sales 

MERCHANDISE  AND  SELUNG  COSTS: 
Beginning  inventory 

Purchases  at  billed  costs 

Cash  discounts  earned 

Ending  inventory 

Inward  transportation 

Alteration  and  workroom  costs 

Selling 

Sales  promotion 

Delivery 

Merchandise  carrying  charges 

Warehousing 

Receiving,  checking,  and  marking 

Buying 

Contribution  before  overhead 

GENERAL  STORE  EXPENSE: 

Superintendency  and  building  operations 

Real  estate 

Furniture,  fixtures,  and  equipment 

Other  fixed  and  policy 

Control  and  accounting 

Personnel  and  employee  benefits 

Merchandise  management 

This  Year 

Last  Year 

$ 

% 

1 

% 

1 

% 

1 

% 

i 

.% 

$ 

$ 

% 

$ 

% 

$ 

% 

$ 

% 

$ 

% 

1 

% 

% 

% 

$ 

% 

$ 

% 

Net  profit  from  operations 

Nonoperating  income 

Net  profit  before  federal  income  taxes 

Federal  income  taxes 

Net  profit  after  federal  income  taxes 

$ 

% 

s 

% 

$ 

1 

% 

1 

BSS 

s 

% 

Return  on  average  inventory 

Profit  (before  taxes)  on  net  book  investment 

Profit  (after  taxes)  on  net  book  investment 

Markdowns 

Shortages 

Discounts  given 

% 

% 

% 

$ 

Total  retail  reductions 

% 

$ 
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shown  in  statements  similar  to  Exhibit  IV.  Although  the 
gross  margin  line  is  provided  both  in  the  buyer’s  worksheet 
and  on  the  departmental  op>erating  statement  in  order  to 
preserve  a  familiar  landmark  during  a  transition  period, 
it  is  strongly  suggested  that  department  store  top  execu¬ 
tives  should  at  once  begin  to  habituate  their  thinking  to 
contribution  as  the  focal  management  point.  Such  a 
change  brings  department  store  accounting  more  in  line 
with  manufacturer  accounting  and  carries  out  recommen¬ 
dations  made  at  several  times  in  the  past  by  the  directors 
of  the  National  Retail  Merchants  Association.  Also,  of 
course,  such  treatment  accords  more  nearly  with  the  con¬ 
ventional  method  of  presenting  published  reports  for 
stockholders. 

Thus,  in  Exhibit  V,  there  apf)ear  above  the  contribu¬ 
tion  line  the  merchandise  costs  and  the  selling  costs,  that 
is  the  costs  that  are  taken  into  consideration  by  department 
buyers  in  estimating  item  contributions,  and  the  costs  that 
appear  on  the  departmental  statements.  Below  the  contri¬ 
bution  line  are  the  general  store  costs,  those  that  do  not 
appear  on  the  departmental  statement  but  which  have  to 
be  covered  by  the  sum  total  of  departmental  contribution 
before  a  final  net  profit  is  shown.  On  this  statement  the 
conventional  percentages  to  net  sales  are  retained;  but 
total  contribution  appears  also  as  a  percentage  of  average 
inventory,  and  profits  both  before  and  after  taxes  are 
shown  as  {percentages  of  net  book  investment. 


Conclusion 

The  various  proposals  set  forth  in  this  article  are  not 
intended  to  convey  any  impression  of  finality,  particularly 
in  the  details  of  expense  treatment.  As  interest  in  MMA 
grows,  there  will  surely  be  other  suggestions  looking  to 
more  effective  ways  of  handling  particular  expenses,  and 
quite  possibly  general  approaches  other  than  the  three  that 
are  covered  in  this  report  will  be  developed.  It  should 
be  emphasized  that  this  is  an  interim  report.  The  main 
concern  is  with  a  philosophy  of  merchandise  management 
that  seeks  to  restore  to  buyers  and  merchandisers  their 
original  status  as  merchants.  Like  Expense  Center  Account¬ 
ing,  Merchandise  Management  Accounting  is  a  program 
that  is  management  oriented  rather  than  accounting  ori¬ 
ented.  The  principal  features  of  this  philosophy  are; 

(1)  Emphasis  on  dollar  contribution  and  return  on 
investment  instead  of  on  markon  and  gross  margin  per¬ 
centages. 

(2)  Focus  of  attention  on  item  costs  and  item  contri¬ 
bution. 

(3)  Minimization  of  the  use  of  {percentages  at  the  de¬ 
partmental  level. 

We  believe  this  philosophy  will  aid  in  improving  de¬ 
partment  store  results.  Also  we  think  it  will  lead  to  better 
comprehension  of  retail  problems  by  top  management, 
suppliers,  and  the  general  public. 


APPENDIX  A 

Gotlinger  Controllable  Profit  Program' 


Goldblatt’s  calls  its  version  of  this  new  tool  "The  Controllable 
Profit  Program,”  or  C/P  for  short.  This  is  a  considerably  simpler 
method  than  others  have  presented,  since  in  practice  complica¬ 
tions  are  a  deterrent  to  acceptance  and  conformance  by  buyers, 
who  are  the  primary  users  of  any  of  these  systems. 

Basic  Tools 

Two  tools  are  provided  the  buyer;  (1)  a  chart  and  (2)  a  work¬ 
sheet.  Each  of  these  is  made  up  individually  for  each  depart¬ 
ment  and  is  not  interchangeable  with  other  departments. 
E-khibit  VI  is  an  illustration  of  a  typical  chart.  At  the  bottom 
of  each  chart  are  instructions  for  its  use.  As  illustrated  by  the 
dashed  line  which  represents  the  actual  results  for  the  fiscal  year 
1956,  any  straight  line  drawn  through  a  given  initial  markup 
percentage  and  markdowns  at  retail  percentage  will  determine 
the  merchandise  margin.  Ck>nversely,  a  line  connecting  a  given 
merchandise  margin  and  initial  markup  will  determine  mark- 
downs. 

In  a  similar  manner,  a  line  connecting  merchandise  margin 
and  advertising  percentage  will,  when  extended,  determine  the 
associated  Controllable  Profit  {>ercentage.  This  Controllable 
Profit  is  simply  a  departmenul  contribution  profit.  The  ques¬ 
tion  to  be  asked  is  why  is  this  chart  arranged  in  the  manner 
shos^Ti? 


’This  description  is  reproduced  with  only  minor  changes  from 
a  statement  written  by  John  /.  Gotlinger,  controller  of  Goldblatt 
Bros.,  Inc. 


The  elements  shown  on  the  chart  are  the  only  ones  truly  con¬ 
trolled  by  a  buyer.  Considering  the  other  merchandise  margin 
elements  not  shown  on  the  chart  reveals  that:  (a)  discounts  on 
purchases  depend  on  the  particular  line  of  merchandise  and 
trade  practice;  (b)  inventory  shortage  reserves  are  fixed  for  each 
accounting  period  during  the  year;  and  (c)  workroom  expense 
is  incurred  based  on  line  of  merchandise  without  direct  inter¬ 
vention  of  the  buyers. 

Considering  other  expenses  which  are  used  to  cr)mpute  Con¬ 
trollable  Profit,  it  is  found  that:  (a)  selling  salaries  are  under 
the  jurisdiction  of  the  individual  stores  in  a  chain  operation; 
(b)  buyers’  and  merchandise  managers’  salaries  are  fixed  for  at 
least  a  year;  (c)  traveling  and  clerical  expenses  are  of  minor 
importance;  and  (d)  warehousing  and  delivery  costs  are  of  im¬ 
portance  in  selected  departments  only.  The  latter  expenses  are 
of  great  im{>ortance,  and  for  this  purpose  they  have  been  indi¬ 
vidually  listed  on  the  worksheet  shown  in  Exhibit  VII.  Where 
a  buyer  feels  that  his  average  costs  for  warehousing  and  deliver¬ 
ies  are  fair  representations  of  present  purchase  cost,  the  chart  is 
sufficient  to  determine  Controllable  Profit.  In  many  instances, 
particularly  in  hard  lines,  warehousing  and  deliveries  must  be 
considered  for  the  immediate  purchase  and  not  used  as  averages. 

Operating  Procedure 

In  practice,  the  buyer  uses  the  chart  to  determine  merchandise 
margin.  If  the  margin  obtained  by  using  an  initial  markup 
percentage  (determined  by  cost  and  selling  price)  and  the  mark- 
downs  at  retail  (determined  by  previous  experience  with  this 


46 


STORES,  the  NRMA  Magazine 


EXHIBIT  VI  Typical  Chart  Used  at  Goldblatt’s 


MERCHANDISE 

MARGIN 

% 


CONTROLLABLE 


advertising 


- - - 


INSTRUCTIONS:  To  obtain  ostimotc  of  MorcbondiM  Morgin  %,  connoct  ony  point 
on  Initial  Markup  %  with  a  paint  on  Morkdowns  at  Rotail  %  scolt  by  a  straiQhtlino 
(or  loy  0  rulor  across  tho  points).  Whoro  tko  ostonsion  of  this  straight  line  inter* 
sects  tho  Merchandise  Morgin  %  scale,  read  the  ostimete  ol  Margin  %.  To  obtain 
the  estimate  of  Controllable  Profit  %,  connect  one  point  on  Merchandise  Margin  % 
scale  with  one  point  on  Advertising  scole,  and  extend  to  Controllable  Profit  % 
scole.  Dotted  lines  show  actual  results  for  the  Fiscal  Year  of  1956. 


type  of  merchandise  and  the  season  of  the  year)  is  not  satisfac¬ 
tory,  the  buyer  may  apply  several  alternatives:  (1)  raise  the 
selling  price,  if  the  market  warrants  it;  (2)  negotiate  for  a  lower 
cost  from  the  vendor;  (3)  reduce  size  of  purchase  to  keep  mark- 
downs  at  a  minimum;  or  (4)  decide  against  the  purchase.  Thus, 
the  utmost  flexibility  is  incorporated  in  the  system,  which  sers'es 
only  as  a  guide  to  be  used  with  the  buyer’s  natural  ability. 

As  a  quick  estimate  of  Controllable  Profit,  a  straight  line  con¬ 
necting  the  merchandise  margin  percentage  and  the  advertising 
percentage  may  be  used.  This  is  a  particularly  useful  device 


to  use  in  a  vendor’s  office  as  a  quick  check  of  the  advisability 
of  a  purchase  being  discussed.  The  pocket  size  of  the  chart 
makes  a  handy  slide  rule  for  this  purpose. 

Using  the  chart  alone  treats  all  factors  except  margin  and 
advertising  on  the  basis  of  annual  results.  In  using  the  chart 
the  advertising  percentage  is  used  on  the  basis  of  size  of  advertise¬ 
ment  translated  into  cost  divided  by  the  total  retail  amount  of 
the  purchase.  Again,  if  the  Controllable  Profit  is  not  satisfactory 
the  buyer  may  improve  it  by  reducing  the  advertising  percentage 
if  this  does  not  seriously  handicap  the  sales  potential  of  the 
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the  year  unless  there  is  some  definite  change  such  as  an  addi> 
tional  P.  M.  By  subtracting  the  expenses  from  the  merchandise 
margin,  the  Controllable  Profit  is  obtained.  If  the  warehousing 
and  delivery  costs  are  the  same  as  the  averages  for  the  year,  the 
Controllable  Profit  will  be  identical  with  that  obtained  by  use 
of  the  chart  only. 

The  buyer  is  also  asked  to  commit  himself  as  to  the  turnover 
of  his  purchase.  This  he  does  by  filling  in  the  number  of  weeks 
he  estimates  will  produce  an  out-of-stock  condition.  If  at  the 
end  of  this  period  merchandise  still  remains,  he  is  expected  to 
take  a  markdown.  Thus,  for  example,  merchandise  purchased 
for  retail  at  $9.95  on  June  1  and  expected  to  be  out-of-stock  in 
12  weeks,  would  have  the  first  markdown  date  recorded  for 
September  1  for,  say,  $2.00  each. 


merchandise.  Very  often,  it  is  expedient  to  relate  advertising 
expenditure  to  the  total  sales  budget  instead  of  the  anticipated 
sales  for  the  specific  item.  This  is  especially  true  of  sales  events 
that  run  only  one  or  two  days,  with  very  heavy  advertising  for 
a  few  special  items.  Under  these  circumstances,  no  item  would 
prove  very  profiuble,  but  some  of  the  advertising  may  legiti¬ 
mately  be  assumed  to  create  sales  for  other  unadvertised  mer¬ 
chandise  in  the  department.  All  other  expenses,  of  course,  are 
directly  related  to  the  specific  purchase  since  there  is  no  basis 
for  partially  allocating  them  to  other  items. 

For  a  more  careful  consideration  of  the  factors,  the  worksheet 
is  used.  As  illustrated  in  Exhibit  VII,  spaces  are  provided  for 
the  entry  of  the  purchase  order  number  and  the  name  of  the 
item,  as  well  as  the  retail  price  and  the  number  of  units  in  the 
purchase.  Cost  factors  are  required  for  the  unit,  but  in  certain 
special  instances  the  buyer  is  allowed  to  estimate  on  the  basis 
of  the  total  retail  of  the  order.  For  example,  in  carpeting  it  is 
extremely  difficult  to  determine  the  average  purchase,  and  this 
seriously  handicaps  any  evaluation  of  those  costs  which  are  fixed 
for  any  purchase. 

Having  entered  the  unit  retail  information,  the  buyer  inserts 
the  merchandise  margin  percentage  obtained  from  the  chart. 
He  follows  this  with  the  advertising  percentage  or  dollars  per 
unit,  whichever  is  more  convenient.  Next,  he  estimates  his  ware¬ 
housing  costs  from  a  schedule  furnished  him.  This  consists  of 
certain  percentages  to  be  applied  against  the  cost  of  merchandise 
handled  through  the  warehouse.  Delivery  costs  to  customers  are 
based  on  unit  costs  similar  to  those  found  in  United  Parcel 
schedules.  To  simplify  the  buyer’s  computations  he  has  been 
given  a  list  of  merchandise  with  the  number  of  delivery  units 
applicable  to  each  item.  He  then  multiplies  this  by  the  current 
unit  delivery  cost  to  obtain  a  dollar  amount.  The  other  con¬ 
trollable  expenses  are  usually  taken  as  the  percentage  shown  for 


Control  of  System 

The  buyer  attaches  the  C/P  worksheet  to  the  proposed  pur¬ 
chase  order  and  submits  it  to  his  merchandise  manager  for 
approval.  If  the  purchase  is  approved,  the  worksheet  is  detached 
and  filed  by  the  first  markdown  date  in  a  follow-up  file  main¬ 
tained  by  the  merchandise  manager's  secretary. 

Each  day  the  secretary  withdraws  any  worksheets  in  the  file 
for  that  day  and  checks  with  the  buyers  involved  to  see  whether 
the  markdown  has  been  taken.  The  buyer  thus  has  a  positive 
reminder  of  his  obligation  to  move  his  stock  within  the  time 
period  (turnover)  he  has  designated.  This  is  an  especially  valu¬ 
able  feature,  inasmuch  as  most  buyers  are  apt  to  overlook  the 
follow-up  of  some  purchases. 

At  this  point,  the  buyer  again  has  several  alternatives:  (1)  if 
the  remaining  stock  is  small,  he  may  delay  the  taking  of  a  mark¬ 
down  on  the  assumption  that  the  stock  will  be  exhausted  at 
the  regular  price;  (2)  if  stock  remains  at  some  stores  but  not 


EXHIBIT  VII  Controllable  Profit  Worksheet  Used  at  Goldblatt’s 


Cg||i|{RpLLABLE  PROFIT 

0NTHI^URCHASE  WILL  BE 


No.  of  Units _ 

_ Total  Retail 


Unit  Retail 


ACTUAL  -  13  PERIODS  1956 


ESTIMATED  AS  FOLLOWS  PER  UNIT; 


MERCHANDISE  MARGIN 
Lcist 

' ;  Advertising 

'  (INCLUOINO  RCPCAT  AOS) 

Warehousing  ^ 

CosHimer’s  Oolimfes 

(BA'iTicb  dW  Unit  costs) 

Other  Controllable  Expertses 


CONTROLLABLE  PROFIT 


WEEKS 


ALL  OF  THIS  MERCHANDISE  WILL  BE  OUT-OP'^TOCK  IN 

First  Markup,  Markdown  ^  token  on  - ^  for  $  _ 

Second  Morkdovm  ^  token  on_™ _ -  for  $. 

Final  Markdown  '  token  on . . .  -.f-’-  for  $_ 


WILL  THIS  PURCHASE  RAISE  MY  CONTROLLABLE  PROFIT? 
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at  others,  he  may  find  it  advisable  to  reallocate  this  stock;  or  (3) 
he  may  take  the  markdown  as  specified.  In  each  case,  the 
merchandise  manager  must  be  in  agreement  with  the  buyer. 
Furthermore,  a  second  markdown  date  must  be  set.  The  period 
until  the  second  markdown  is  taken  is  generally  one-third  the 
length  of  that  allowed  for  the  initial  markdown.  The  worksheet 
is  reinserted  in  the  tickler  file,  and  the  procedure  is  repeated 
until  all  merchandise  has  been  disposed  of  in  one  manner  or 
another. 

Thus,  the  merchandise  manager  is  the  primary  control  influ¬ 
ence  in  this  system.  Quarterly  checks  are  made  by  a  representa¬ 
tive  of  the  Controller’s  Division,  but  it  is  recognized  that  the 
prime  influence  rests  with  the  merchandise  manager.  This  is 
highly  desirable  inasmuch  as  merchandising  executives  are  very 
jealous  of  their  prerogatives  in  handling  purchases. 

Program  Flexibility 

It  has  alrea^^v  been  pointed  out  that  the  buyer  has  alternatives 
in  many  stages  of  the  procedure.  Added  flexibility  comes  from 
utilizing  the  worksheets  with  slightly  different  intent.  Two  ex¬ 
amples  illustrate  this  point.  There  may  be  an  instance  where 
the  buyer  has  merchandise  on  consignment,  and  thus  the  lower 
portion  of  the  worksheet  does  not  apply.  In  this  case  he  sets 
a  date  not  for  markdowns  but  for  return  of  merchandise  to  the 
vendor.  Another  instance  is  where  merchandise  from  stock  is 
promoted  at  a  lower  price.  By  substituting  markdown  cancella¬ 
tion  for  markdown,  the  buyer  is  reminded  that  a  markdown  can¬ 
cellation  should  be  taken  reinstating  the  merchandise  to  its 
regular  price.  This  serves  as  a  simple  but  efficient  method  of 
reducing  inventory  variations  because  markups  and  markdown 
cancellations  are  not  taken  promptly. 

By  adding  additional  controllable  expenses,  the  program  may 
be  used  to  compute  a  controllable  profit  which  is  closer  to  a  net 
profit  for  the  department.  Thus,  costs  of  paying  invoices,  re¬ 
ceiving  and  marking  expense,  and  interest  on  inventory  may 
be  incorporated  in  the  tvorksheet.*  Of  course,  the  actual  operat¬ 
ing  statements  must  also  reflect  these  factors.  In  general,  the 


addition  of  direct  expenses  of  a  relatively  fixed  nature  does  not 
increase  the  utility  of  the  system.  It  should  be  noted  that  the 
three  additional  factors  above  are  not  of  this  nature. 

Philosophy  of  Program 

The  entire  C/P  Program  has  been  directed  at  the  buyers  with 
the  purpose  of  guiding  rather  than  restricting  their  operations. 
Too  often  buyers  are  prone  to  think  that  a  high  markup  per¬ 
centage  is  the  answer  to  all  their  profit  problems.  The  work¬ 
sheet  properly  executed  dispels  this  notion  in  a  great  many 
cases.  Buyers  are  able  to  see  more  clearly  what  the  specific 
expenses  are  for  specific  merchandise.  This  gives  them  insight 
into  facts  long  neglected  in  retail  merchandising;  that  it  does 
not  cost  the  same,  whether  in  dollars  or  percentage,  to  sell  two 
different  types  of  merchandise;  that  price  concessions  may  be 
made  to  customers  in  many  instances  without  deteriorating  profit 
positions;  and  that  in  other  cases  additional  charges  to  the  cus¬ 
tomer  are  in  order. 

While  the  legend  at  the  very  bottom  of  the  worksheet  is  in¬ 
dicative  of  the  over-all  intention  of  the  C/P  Program,  i.e.,  to 
raise  controllable  profit,  it  is  nevertheless  recognized  that  many 
a  purchase  will  yield  less  than  the  normal  rate  because  of  the 
necessity  of  keeping  in  step  with  competition.  In  such  instances 
the  buyer  is  encouraged  to  demonstrate  that,  though  the  unit 
controllable  profit  is  small,  the  over-all  contribution  in  dollars 
is  substantial.  The  fact  that  dollars,  not  percentages,  pay  ex¬ 
penses,  is  never  out  of  sight  for  long. 

The  system  serves  to  focus  attention  on  the  fact  that  promo¬ 
tion  of  one  item  may  be  harmful  to  controllable  profit  whereas 
another  item  of  comparable  desirability  and  value  to  the  cus¬ 
tomer  may  give  a  much  higher  return  for  the  same  effort.  The 
system  also  gives  clues  to  possible  areas  of  improvement;  for 
example,  knockdown  packaging,  drop  shipping,  minimum  order 
size,  markdown  vulnerability— to  mention  only  a  few.  The  ex¬ 
ecution  of  a  C/P  Program,  however,  rests  squarely  on  buyers, 
whose  education  in  this  new  retailing  tool  must  be  the  first  step 
toward  the  program’s  success. 


APPENDIX  B 

Jones  Approach  to  Merchandise  Management  Accounting 


The  basic  data  used  in  the  Jones  approach  are  obtained  in 
a  systematic  manner.  The  steps  to  be  taken  when  initiating  the 
Jones  system  are  as  follows: 

1.  Analyze  all  the  costs  incurred  through  handling  merchan¬ 
dise  and  determine  which  costs  are  fixed  and  which  are  variable. 
The  expenses  should  be  considered  individually,  not  as  expense 
centers  or  natural  divisions  or  even  as  natural  divisions  within 
expense  centers,  since  many  expense  centers  include  both  vari¬ 
able  and  fixed  expenses.  In  the  delivery  expenses,  for  instance, 
if  a  store  used  .an  outside  delivery  service,  most  of  the  inside 
delivery  supervisory  and  clerical  payroll  would  be  a  fixed  ex¬ 
pense,  while  the  remainder  of  the  inside  delivery  costs,  such  as 
supplies,  and  all  the  outside  delivery  costs  would  be  variable. 
If  the  store  owned  its  own  delivery  equipment,  the  outside  de¬ 
livery  expense  would  be  partly  fixed  and  partly  variable.  The 
differentiation  of  expenses  into  fixed  and  variable  thus  might  not 
be  the  same  among  several  stores  because  it  would  be  determined 

Hioldblati’s  is  scheduled  to  add  the  cost  of  handling  the  invoice 
and  interest  on  inventory  to  the  worksheet. 


by  the  arrangements  within  the  individual  stores.  So  this  classi¬ 
fication  into  fixed  and  variable  depends  both  on  the  nature  of 
the  particular  expense  being  considered  and  on  the  setup  within 
the  particular  store. 

In  the  Jones  approach  to  MMA  the  following  expenses  usually 
are  considered  to  include  mostly  variable  costs,  after  the  removal 
of  such  fixed  elements  as  supervision: 

Receiving,  checking  and  marking 
Warehousing^ 

Selling 

.Advertising 

Delivery 

•Alterations* 

Wrapping  and  packing 
Sales  audit 
.Accounts  payable 

.Also  this  group  of  expenses  is  variable  in  terms  of  dollars  and 

^These  items  are  not  expense  centers  as  currently  defined  in  the 
Standard  Expense  Center  Accounting  Manual. 
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cents  per  item.  On  the  other  hand,  the  following  costs  are  like¬ 
wise  variable,  but  they  are  variable  in  percentages  per  item: 

Markdowns 
Discounts  given 
Shortages 
Percentage  rentals 

Accounts  receivable  and  credit  expense  is  variable,  partly  in 
dollars  and  partly  in  percentages  per  item;  accounts  receivable 
office  expense  is  variable  in  dollars  per  item,  but  losses  from  bad 
debts  and  credit  income  are  variable  in  percentages  per  item. 

When  dealing  with  these  expenses  that  are  variable  in  per¬ 
centages  it  is  necessary  to  remember  that  the  percentages  have 
to  be  converted  from  percentages  of  net  sales  to  percentages  of 
original  retail  for  use  by  the  buyers  in  computations  at  the 
time  of  the  purchase. 

In  the  Jones  approach  the  following  expenses  are  considered 
to  be  entirely  fixed: 

Real  estate  costs  (except  percentage  rentals) 
Furniture,  fixture  and  equipment  costs 
Display 

Superintendency  and  building  operations 

Personnel 

Employee  welfare 

Selling  serv’ices 

Selling  supervision 

Merchandising 

2.  If  possible  at  this  point,  standard  units  for  allocating  the 
various  expenses  should  be  selected  and  assembled,  for  instance, 
charge  sales  transactions  for  accounts  receivable  expense.  For 
many  expenses  the  unit  cannot  be  determined  until  after  the 
variable  costs  have  been  examined  to  find  what  factors  cause  the 
variations  in  the  costs.  In  the  delivery  expense  center  if  an 
outside  agency  is  used  the  unit  will  be  the  agency’s  package 
count;  i.e.,  the  U.  P.  S.  package  count  will  be  used  for  unit 
costing  if  United  Parcel  Service  delivers  for  the  store.  If  a  store 
has  its  own  delivery  equipment,  either  unit  counts  similar  to 
those  in  the  U.  P.  S.  schedule  will  be  used  or  a  time  study  will 
have  to  be  made  of  the  time  involved  in  delivering  various  items 
of  merchandise.  It  is  imptortant  that  any  time  study  made  for 
MM.4  reflect  actual  experience  rather  than  efficiency  standards. 

S.  The  next  step  is  to  determine  the  variable  cost  per  unit 
handled  by  allocating  the  variable  cost  to  the  items  handled. 
In  most  expenses  a  weighting  of  individual  items  must  be  de¬ 
termined  for  allocating  these  costs.  In  the  delivery  expense,  for 
instance,  when  a  store  uses  an  outside  agency  the  weighting 
will  be  the  unit  count  of  the  item,  and  thus  the  cost  per 
item  is  the  unit  charge  made  by  the  delivery  service  multiplied 
by  the  unit  count  of  the  item. 

If  a  store  has  its  own  delivery  equipment  and  does  not  allo¬ 
cate  costs  according  to  a  schedule  similar  to  the  U.  P.  S.  schedule, 
all  the  variable  costs  must  be  studied  in  detail  and  the  weighting 
determined  from  the  length  of  time  it  takes  to  handle  each  type 
of  merchandise.  Either  through  conversation  with  the  delivery 


supervisor  and  the  routemen  or  from  time  studies  of  the  delivery 
operation  a  weighted  schedule  of  delivery  units  can  be  developed. 
On  the  basis  of  the  results  of  these  studies  and  the  frequency 
of  the  various  items  in  the  delivery  department,  the  variable 
costs  of  delivering  should  be  allocated  to  the  individual  items. 
I'he  cost  of  picking  up  returned  merchandise  must  be  computed 
in  a  similar  manner  and  included  in  the  unit  cost  unless  this 
expense  was  included  in  the  delivery  costs  when  they  were  allo¬ 
cated  to  the  items  delivered. 

The  distribution  of  selling  salaries  when  salespeople  are  paid 
straight  salaries  or  a  combination  of  straight  salary  and  com¬ 
mission  is  made  on  a  “weighted-unit"  basis.  (If  salespeople  are 
paid  on  a  straight  commission  basis,  the  selling  expense  should 
be  distributed  to  the  items  of  merchandise  on  a  percentage  basis.) 
The  weighted  units  are  determined  by  asking  the  salespeople 
to  judge  the  length  of  time  required  to  sell  each  classification 
of  merchandise,  i.e.,  above  average,  average,  and  so  on.  Although 
each  salesman  weights  the  items  individually,  the  relative  results 
usually  form  definite  patterns  among  the  various  classifications 
of  merchandise.  These  relative  weightings  must  be  converted 
to  figures,  and  then  item  unit  sales  should  be  extended  by  the 
weighted  units  to  arrive  at  total  weighted  units  sold.  The  aver¬ 
age  dollar  unit  cost  is  derived  by  dividing  the  total  selling  salar¬ 
ies  by  the  total  weighted  units  sold.  Applying  the  unit  count 
to  this  average  unit  cost  results  in  the  item  selling  cost  for 
each  merchandise  category  within  the  department. 

4.  Next,  the  variable  cost  per  unit  sold  must  be  determined. 
'Fhis  differs  from  the  variable  cost  per  unit  handled  according 
to  the  frequency  of  usage  of  the  particular  expense  by  the  item 
of  merchandise.  Some  expenses  are  incurred  on  all  items  sold, 
i.e.,  a  frequency  of  100%,  while  other  expenses  are  incurred 
only  on  certain  items.  For  instance,  all  items  sold  incur  expense 
in  accounts  payable  and  in  sales  audit,  but  only  charge  sales 
incur  expense  in  accounts  receivable  and  only  those  which  are 
delivered  incur  delivery  expense.  The  frequency  of  the  delivery 
expense,  the  ratio  of  delivered  transactions  to  total  sales  which 
can  be  determined  for  each  type  of  merchandise  by  analyzing 
records  of  sales  over  a  period  of  time,  should  be  applied  to  the 
cost  of  delivering  the  item  to  obtain  the  average  cost  of  de¬ 
livery  per  item  sold. 

5.  The  final  step  in  preparing  the  data  for  use  is  to  repro¬ 
duce  them  in  a  form  which  can  be  handled  easily  by  the  buyer 
when  he  is  considering  a  purchase.  These  should  be  small 
p<K;ket-size  charts  or  graphs  which  can  be  referred  to  quickly. 

It  has  been  discovered  in  the  Jones  approach  to  MMA  that 
the  handling  costs  of  all  the  items  within  a  single  department 
fall  into  certain  patterns  and  that  the  number  of  these  patterns 
is  relatively  small  for  each  department.  This  discovery  reduces 
the  data  which  the  buyer  has  to  have  and  thus  simplifies  the 
paper  work  involved  in  using  MMA.  First,  he  has  to  determine 
the  category  or  pattern  of  the  merchandise  he  is  considering 
and  then  he  selects  the  chart  or  table  for  this  category.  From 
this  table  or  chart  he  can  read  the  amount  of  contribution 
which  will  be  obtained  for  this  item  at  various  retail  prices. 


J  Reprints  of  this  article  are  available  at  the  following 
I  prices: 

■St 

i  Single  reprint  -  -  -  -  45  cents 

p  Five  reprints  .  ....  40  cents  each 
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advised  such  stores,  before  they  decide 
that  they  can’t  have  a  profitable  oper¬ 
ation  in  laundry  equipment,  to  con¬ 
sider  others  that  are  doing  well  with  it 
and  how  they  go  about  it. 

Specifically,  he  offered  the  case  his¬ 
tory  of  one  large  department  store 
which  hired  an  experienced  discount 
house  manager  to  head  its  appliance 
department  and  “gave  him  the  green 
light.’’  This  man  pushed  the  volume 
in  laundry  equipment  alone  from 
around  $60,000  three  years  ago  to 
$375,000  in  1957,  with  a  gross  margin 
of  30.1  per  cent.  This  was  done  in  a 
good-sized  city  against  the  competition 
of  other  department  stores,  appliance 
stores  and  discount  houses. 

Here,  as  Mr.  Ely  summarized  them, 
are  the  main  features  of  the  promo¬ 
tion  and  merchandising  program  that 
produced  these  results: 

Advertising.  A  full-page  ad  is  used 
at  least  once  a  week,  on  the  day  appli¬ 
ances  are  generally  advertised  in  the 
market.  Ads  include  pictures  and  de¬ 
scriptive  feature  copy  as  well  as  price. 
Model  numbers  are  not  given;  this 
buyer  gives  his  appliances  names, 
which  may  or  may  not  correspond  to 
those  in  the  manufacturers’  spec 
sheets.  Frequently  a  full-page  ad  is 
run  in  which  the  prices  quoted  are 
the  regular  prices.  Mr.  Ely  com¬ 
mented: 

“These  ads  do  not  draw— and  he 
knows  it.  But  when  he  follows  up  next 
week  with  the  same  merchandise  ad¬ 
vertised  at  a  lower  price  he  really 
builds  traffic.’’ 

Prices  are  quoted  in  the  ads  with¬ 
out  service  and  warranty  charges.  The 
justification  for  this  is  that  the  store’s 
trading  area  is  so  wide  that  it  can’t 
handle  installation  and  service  for  all 
its  customers:  therefore  it  does  not 
quote  the  price  elements  which  are 
applicable  only  to  the  immediate  com¬ 
munity.  This  is  the  explanation  given 
if  a  customer  asks  why  the  delivered 
price  is  different  from  the  advertised 
price. 

Selling  Techniques.  Sales  training 
meetings  are  held  every  business  day. 
Product  training  is  done  by  manufac¬ 


turers’  representatives.  Salesmanship 
training  is  handled  by  the  buyer  him¬ 
self,  and  he  concentrates  on  the  sell-up 
technique.  Salesmen  are  also  trained 
to  call  in  someone  else,  usually  the 
buyer  himself,  if  they’re  having  trouble 
closing  a  sale. 

Service  and  Trade-Ins.  This  buyer  has 
developed  an  excellent  service  depart¬ 
ment,  one  which  properly  reflects  the 
store’s  established  reputation  in  the 
community.  He  also  uses  it  to  recon¬ 
dition  the  used  laundry  equipment  he 
takes  as  trade-ins. 

A  separate  department  and  sales 
staff  give  full  time  to  moving  the  re¬ 
conditioned  merchandise.  Last  year 
more  than  $110,000  of  it  was  sold,  at 
a  “net  markup’’  of  nearly  30  per  cent. 

Razzle-Dazzle.  “All  appliance  manu¬ 
facturers— and  I  like  to  think  especial¬ 
ly  Maytag— regularly  make  available 
tested  and  proven  promotions  which 
will  move  appliances,’’  said  Mr.  Ely. 
“Sometimes  these  might  look  a  little 
w’ild  to  those  of  you  sitting  upstairs  in 
the  front  office.  .  .  .  The  point  is: 
they  work!’’ 

Besides  using  such  promotions,  Mr. 
Ely’s  favorite  buyer  also  has  successful 
inspirations  of  his  own.  Recently  he 
staged  a  four-day  tent  sale  which  sold 
S80,000  worth  of  appliances,  and  while 
low  leader  prices  were  advertised,  al¬ 
most  everything  that  was  sold  was  at 
regular  prices  that  had  been  in  effect 
for  60  days  before  the  sale. 

The  HhF'i  Market 

N  January  this  year  unit  sales  of 

console  radio-phonographs  and  of 
console  phonographs  each  showed  a 
400  per  cent  increase  over  January 
a  year  ago.  In  1957  unit  sales  of  all 
phonographs  increased  18  per  cent. 
Unit  sales  of  console  phonographs 
and  radio-phonographs  above  $200  in¬ 
creased  375  per  cent  in  1957;  those  over 
.$.300  showed  an  increase  of  600  jjer 
cent.  Unit  sales  of  all  console  radio- 
phonograph  combinations  in  1957  rose 
by  400  per  cent.  Quoting  these  figures 
from  statistics  compiled  by  the  Elec¬ 
tronics  Industry  Association,  Frank 


Freimatin,  president  of  Magnavox 
Company,  said  that  high  fidelity  in¬ 
struments— including  high  fidelity  tele¬ 
vision-are  the  bright  spot  on  the 
home  furnishings  horizon,  appealing 
to  a  vast  market  that  will  not  be  satur¬ 
ated  for  many  years  to  come. 

The  Market  Potential.  To  show  how- 
far  the  market  is  from  saturation,  he 
offered  these  figures:  there  are  an  esti¬ 
mated  30  million  buyers  of  reccjrds, 
but  there  are  less  than  three  million 
high  fidelity  instruments  in  use.  In 
the  past  five  years,  more  than  two 
million  turntable  attachments,  which 
are  mostly  played  through  table  radios, 
have  been  sold,  and  millions  of  cheap 
manual  players.  All  the  people  who 
own  these  are  first-class  prospects  for 
high  fidelity  phonographs,  said  Mr. 
Freimann,  for  they  are  learning  to 
appreciate  the  vast  enjoyment  differ¬ 
ence  between  instruments  of  jxxjr 
quality  and  those  of  demonstrably 
good  quality. 

And,  he  emphasized,  this  interest 
in  good  sound  reproduction  extends 
to  television.  With  the  fine  dramatic 
and  musical  shows  now  on  the  air, 
customer  interest  in  good  sound  re¬ 
production  now  matches  the  interest 
in  the  picture. 

“The  sound  end  of  a  television  set,’’ 
said  Mr.  Freimann,  “has  been  tradi¬ 
tionally  degraded  in  the  interest  of 
cost  reduction  and  in  the  belief  that 
the  focal  point  of  interest  is  only  in 
the  picture.  More  than  60  per  cent  of 
the  television  sets  in  use  are  table 
models  and  portables,  none  of  which 
are  capable  of  reproducing  even  rea¬ 
sonably  good  sound.’’ 

Stereophonic  Equipment.  Besides  ben¬ 
efiting  from  growing  public  apprecia¬ 
tion  of  quality  in  sound,  the  high 
fidelity  field  is  now  being  stimulated 
by  the  introduction  of  stereophonic 
records.  These  open  up  an  instrument 
market  which  was  previously  confined 
to  those  who  could  afford  expensive 
tape  machines.  Now  comparable  tonal 
quality  can  be  obtained  on  equipmient 
costing  half  as  much  as  tape  machines 
—but  about  50  per  cent  more  than  con¬ 
ventional  high  fidelity  instruments. 
The  new  stereophonic  equipment  will 
also  play  conventional  LPs. 

Mr.  Freimann  described  how  Mag¬ 
navox  has  laid  its  plans  to  take  ad- 
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vantage  of  this  development  without 
creating  retail  inventory  obsolescence: 

“Magnavox  has  developed  a  conver¬ 
sion  system  which  enables  dealers  to 
add  the  stereophonic  feature  to  instru¬ 
ments  now  in  their  inventory,  at  the 
time  of  the  sale  or  anytime  in  the 
future  when  the  customer  wishes  to 
buy  the  additional  equipment.  The 
second  channel,  or  conversion  equip¬ 
ment,  will  range  in  price  from  flOO 
to  $350,  depending  on  the  quality 
selected.  The  complete  stereo  equip¬ 
ment  will  range  from  $300  to  over 
$1,000,  all  of  these  being  full-size, 
multiple-speaker  consoles.  Any  Mag¬ 
navox  high  fidelity  instrument  of  re¬ 
cent  vintage  can  be  converted  to  ster¬ 
eophonic  sound.  This  creates  an  im¬ 
mediate  plus  market  among  those  cus¬ 
tomers  who  already  have  Magnavox 
high  fidelity  consoles.  Since  the  sound 
system  of  a  high  fidelity  television  can 
be  used  for  the  second  channel  of  a 
stereo  system,  this  should  also  stimu¬ 
late  the  sale  of  high-priced  television.” 

How  to  Be  a  Hi-Fi  Center.  Relatively 
few  department  stores  have  set  them¬ 
selves  up  to  get  a  sizable  share  of  the 
high  fidelity  market,  said  Mr.  Frei- 
mann.  Yet  the  margin  on  high  fidelity 
is  from  six  to  10  points  greater  than 
for  television  in  comparable  price 
brackets.  For  a  store  that  wants  to 
capitalize  on  this  market  and  not  to 
degrade  the  business  to  the  price-cut¬ 
ting  operation  that  television  selling 
has  become,  he  had  these  recommen¬ 
dations: 

1.  Select  brands,  wherever  possible, 
that  won’t  get  you  into  a  profitless 
price  war  with  discount  houses. 

2.  Don’t  carry  too  many  brands. 
Carry  one  or  two  lines  with  an  assort¬ 
ment  of  models  in  depth. 

3.  Provide  adequate  display  and 
demonstration  facilities.  You  should 
have  one  or  two  demonstration  rooms 
—or  more,  depending  on  the  size  of 
your  department— where  a  salesman 
can  make  an  impressive  demonstration 
of  imp>ortant  instruments  and  close 
the  sale. 

4.  See  that  your  salesmen  are  well 
trained  in  presenting  and  demonstrat¬ 
ing  the  product.  Give  them  incentives. 
Graduate  their  compensation  in  rela¬ 
tion  to  margin  so  that  they  will  spend 
sufficient  time  with  the  customer  to 
explain  the  advantages  he  gets  for  the 


additional  dollars  he  spends  on  a 
higher-priced  instrument. 

5.  Don’t  overlook  the  great  sales 
opportunity  of  selling  in  the  home. 
The  experience  of  a  few  dealers  who 
are  using  this  technique  has  shown 
that  very  few  sets  are  ever  returned 
once  they  are  in  the  home.  Obviously, 
you  should  concentrate  your  in-the- 
home  selling  on  higher-priced  units. 

No-Markdolun  Lamps 

Anew  approach  to  lamp  selling, 
“The  Light  Shop,”  has  been  a 
spectacular  success  at  eight  test  de¬ 
partment  stores,  according  to  S.  H. 
Black,  vice  president  of  Lightolier. 
He  told  the  home  furnishings  confer¬ 
ence  that  at  one  of  the  test  stores, 
Strawbridge  8c  Clothier,  the  Light  Shop 
has  produced  these  results: 

(1)  Sales  per  square  foot  were  $125, 
compared  with  $58  in  the  rest  of  the 
lamp  department;  (2)  average  markup 
on  Light  Shop  merchandise  was  three 
per  cent  higher  than  on  other  lamps; 
(3)  average  unit  sale  was  $26.50,  as 
against  $16.44  for  the  rest  of  the  de¬ 
partment;  (4)  markdowns  were  “virtu¬ 
ally  nil;”  (5)  returns  were  less  than 
half  the  store’s  average,  and  (6)  the 
shop  achieved  a  four-time  turnover. 
The  Strawbridge  &:  Clothier  Light 
Shop  occupies  250  square  feet  and  was 
installed  in  March,  1957;  the  figures 
Mr.  Black  quoted  were  complete 
through  January  of  this  year. 

Similar  results  were  achieved  in  the 
other  seven  stores.  One  reported  sales 
of  $140  per  square  foot.  In  many  cases, 
returns  declined  to  near  zero.  And 
Mr.  Black  said  that  two  out  of  every 
seven  customers  in  the  Light  Shops 
bought  lamps  as  against  two  out  of  15 
elsewhere  in  the  same  departments. 

The  explanation  for  all  this  lies  in 
the  fact  that  the  Light  Shop  merchan¬ 
dise  is  functional:  wall  lamps  that  can 
be  raised  and  lowered,  tree  lamps, 
floor-to-ceiling  columns  with  a  choice 
of  clip-on  units.  Lamps  of  this  kind, 
said  Mr.  Black,  are  as  functional  as 
telephones:  the  style  can  be  the  same 
whether  the  setting  is  modern  or 
Early  American  or  French  Provincial. 
“When  you  sell  style  alone,”  he  point¬ 
ed  out,  “you  need  100  different  lamps 
to  please  100  different  customers. 
When  you  sell  function,  you  frequent¬ 
ly  need  only  one  style  to  satisfy  100 


customers.” 

Mr.  Black  did  not  suggest  that  stores 
should  eliminate  the  conventional 
lamps  from  their  stocks.  “The  new 
way  of  selling  in  the  lamp  business,” 
he  said,  “is  a  matter  of  emphasis,  or¬ 
ganization  and  isolation,  not  of  elimi¬ 
nation. 

“The  Light  Shop  is,  essentially,  a 
special  area  in  a  lamp  department,  as 
small  as  200  square  feet,  as  large  as 
700.  In  it  you  display  only  the  new, 
practical  kind  of  lamp.  You  group 
them  by  type.  You  make  the  display 
area  bright,  crisp  and  clean,  a  sympa¬ 
thetic  background  for  the  utterly  new 
kind  of  merchandise  shown.  You  sales- 
train  your  people.  You  back  it  all  with 
solid  promotion.  And  if  you  do  it 
right  you  sell  at  a  faster  sales  pace 
and  low'er  cost  than  ever  before  in 
the  history  of  your  lamp  department!” 

Fashion  Slant  on  Tableware 

PROPOSAL  that  retailers  take 
the  lead  in  a  campaign  to  pro¬ 
mote  china  and  glass  as  fashion  mer¬ 
chandise  was  made  by  Carole  Stupell, 
president  of  Carole  Stupell,  Ltd. 
She  said  that  the  “fundamental  evil” 
of  the  business  is  the  idea  that  china 
should  last  for  a  lifetime.  This  has 
been  fostered  by  open-stock  policies— 
policies  which  Miss  Stupell  believes 
that  everyone,  including  the  customer, 
would  be  glad  to  see  the  end  of. 

“Fill-ins  have  been  a  headache  to 
the  retailer,”  said  Miss  Stupell,  “and 
a  bottleneck  to  the  factories,  which 
already  had  so  many  molds  on  hand 
that  they  virtually  throttled  new  de¬ 
signs.”  As  for  the  customer.  Miss 
Stupell  has  observed  that  after  the 
first  shock  of  learning  that  “her”  pat¬ 
tern  is  no  longer  available,  she’s  frank¬ 
ly  glad  to  start  fresh  with  a  new  one. 

Miss  Stupell  criticized,  too,  the  re¬ 
tail  emphasis  on  price  in  china  and 
glass  promotion.  She  pointed  out  that 
this  has  wiped  out  whatever  advantage 
might  have  been  realized  from  the 
manufacturer’s  stress  on  the  lifetime 
character  of  the  purchase,  and  has 
forced  the  industry  to  cut  prices  “to 
the  bone,”  leaving  it  without  the 
funds  to  do  a  first  rate  promotion  job. 

If  all  the  factors  in  the  industry 
would  unite  to  do  such  a  job.  Miss 
Stupell  believes  the  sales  results  would 
(Continued  on  page  58) 
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Big  three  to  boost  your  volume  carpet  business: 


Celanese  acetate  specifically 
engineered  for  special  uses! 

Acetate  for  unique 
color  and  styling  effects. 
See  it  in 

new  tone-on-tone 
sculptured 
treatments. 

Bulked  Celaperm 
“sealed-in”  color  acetate 
for  superior 
fade  resistance. 

See  it  in  new 
high-low  tweed 
textures. 

New  Celaire  “life-set” 
twist  acetate  in 
floor  coverings  for 
luxurious  look  and  feel. 
See  it  in  beautiful 
new  carpets  by 
licensed  manufacturers. 

For  beauty  and  performance  in  the  big  competition  of  the  volume  market,  carpets  made  with 
Celanese  acetate  are  your  best  buy,  your  easiest  sell!  Coimt  on  them,  too,  for  sturdy  wear, 
easy  cleanability,  soil  resistance,  moth  resistance  and  top  quality  looks.  Call  or  write  us  to¬ 
day  for  resources  and  get  your  volume  floor  covering  business  on  the  go!  Celanese#  Celaperm#  Celaire# 
Celanese  Corporation  of  America,  Textile  Division,  Charlotte,  North  Carolina. 

DISTRICT  SALES  OFFICES!  180  Madiwn  Avo.,  New  York  16,  N.  Y.  •  P.  O.  Box  1414,  Charlotte  1,  N.  C.  •  819  Santee  St.,  Loo  Angeles,  CaL 
Room  10-141  Merchandise  Mart,  Chicago  64,  Ill.  •  200  Boylston  St.,  Chestnut  Hill  67,  Mass. 

EXPORT  SALES:  Amcel  Co.,  Inc.  and  Pan  Amcel  Co.,  Inc.,  180  Madison  Avenue,  New  York  16,  N.  Y. 

IN  CANAOA:  Chemcel,  Canadian  Chemical  &  Cellulose  Co.,  Ltd.,  2035  Guy  St.,  Montreal,  P.  Q. 
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How  One  Company  Offersk 


Today,  department  stores  are  hailing  a  development  that  brings  them  a 
giant  step  closer  to  their  goal  of  determining  costs  and  profits,  item  by 
item.  This  profit-builder’s  dream  is  the  Merchandise  Management 
Accounting  concept. 

The  reason  for  this  universal  acclamation  is  clear.  The  more  accurate 
your  knowledge  of  costs,  department  by  department,  brand  by  brand, 
the  easier  the  path  to  profit.  It  makes  good  retail  sense  to  concentrate  ’ 

on  the  wanted  items  and  brands  that  cost  least  to  handle  and  take  the 
smallest  bite  out  of  those  precious  dollars  of  margin  between  merchandise  ‘ 

cost  and  retail  selling  price.  ' 


Merchandising  Strategy 

This  new  development  has  equally  important  significance  for  any  manu¬ 
facturer  who,  like  RCA,  conscientiously  seeks  to  hold  down  the  retailer’s  1 

cost  of  doing  business.  RCA  merchandising  strategy  is  specifically  aimed  ■ 

at  the  most  economical  type  of  retailing.  Under  MMA  methods,  RCA’s 
high  profit  potential  is  actually  more  evident.  This  is  because  the  RCA 
Victor  line  is  not  only  pre-sold  to  consumers  with  the  industry’s  most  "  j* 
extensive  national  advertising  support,  but  because  it  is  also  merchan-  • 

dised  to  the  retailer  in  such  a  way  that  profit  safeguards  are  built  into 
his  operation. 

Service  Costs 


Take,  for  example,  that  bugaboo  of  major  appliance  and  television  de¬ 
partments  :  service  costs.  Here’s  a  profit  hazard,  if  ever  one  existed !  The 
department  store,  dedicated  to  the  ideal  of  thoroughly  satisfied  customers, 
can  not  wash  its  hands  of  merchandise  and  customer  once  a  sale  has 
been  made.  This  means  it  ordinarily  leaves  itself  open  to  endless  and 
unpredictable  service  costs,  never  knowing  when  or  how  often  some  fault 
in  the  merchandise  or  quirk  in  the  customer’s  mind  will  require  a  service 
call,  or  an  exchange,  or  that  profit-devourer  known  as  the  policy 
adjustment. 

Here  is  one  of  the  many  areas  in  which  the  RCA  Victor  line  can  work 
to  your  big  advantage.  The  RCA  Service  Company  is  an  integral  part 
of  RCA  merchandising.  When  you  sell  an  RCA  Victor  product,  you  can 
automatically  offer  your  customer  an  RCA  service  contract.  Then,  if  the 
contract  is  taken,  requests  for  service  go  to  RCA  —  not  to  you.  You 
also  have  the  peace  of  mind  of  knowing  that  your  customer  is  in  hands 
as  dedicated  as  your  own  to  the  satisfaction  of  the  purchaser.  And  most 
important,  your  responsibilities  —  and  the  drains  on  your  profits  —  end 
at  the  moment  the  sale  is  consummated  and  the  service  contract  pur- 

\  ‘ 
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HIMA  Profit  Advantages 


chased.  What  better  example  could  be  found  of  putting  the  MMA  con¬ 
cept  to  use  in  building  profits! 

The  RCA  Service  Company  offers  a  simple,  quick  answer  to  service  con¬ 
siderations  that  is  a  natural  for  department  stores.  Of  course,  many 
stores  have  developed  a  contract  service  with  independent  organizations, 
which  helps  achieve  the  same  result. 

Outstanding  Profit-Maker 

On  this  one  point  alone,  RCA  can  make  a  convincing  case  for  itself  as 
the  outstanding  profit-maker  in  the  field.  But  there  are  many  additional 
advantages  in  featuring  RCA  Victor  radios,  high  fidelity,  television  and 
other  products. 

Certainly,  there  is  hardly  a  customer  who  has  not  heard  of  RCA  and  who 
has  not  been  influenced  to  some  degree  by  RCA’s  vast  and  consistent 
advertising  effort.  Over  the  last  five  years  alone,  close  to  one  hundred 
fifty  million  dollars  has  been  spent  in  selling  the  RCA  name  to  the 
American  public. 

A  Name  They  Know 

When  you  advertise  and  promote  a  name  as  respected  —  and  as  salable  — 
as  the  RCA  name,  you  ean  be  confident  that  your  time,  effort  and  money 
are  well  invested.  A  brand  that  people  know  is  so  much  easier  to  sell! 
You  can  be  confident,  too,  that  your  advertising  will  bring  better  response 
when  it  is  put  behind  a  known  quantity ;  be  sure  that  all  your  promotions 
will  be  more  effective  because  they  are  built  on  the  solid  foundation  of  a 
trusted  name.  You  know  that  with  RCA  Victor  merchandise  in  your 
windows  —  your  windows  will  have  maximum  “stopper”  value!  Verify¬ 
ing  these  points  is  simple.  Just  check  the  response  to  your  RCA  ads  and 
events  against  the  response  for  brands  that  lack  RCA^s  tremendous  con¬ 
sumer  acceptance. 

On  your  selling  floor,  too,  you  will  find  important  economy  of  time  and 
effort  with  RCA.  The  range  of  RCA  merchandise  is  so  broad  that  there 
is  always  something  for  everybody.  Moreover,  RCA  is  tailored  for  sell-up, 
so  the  customer  can  be  moved  up  or  down  the  line  easily,  as  the  indi¬ 
vidual  situation  warrants. 

Lower  selling  costs  —  higher  response  to  advertising  and  promotion  — 
freedom  from  service  costs  and  worries  —  these  important  profit  safe¬ 
guards  are  bound  to  stand  out  even  more  sharply  as  department  stores 
develop  more  accurate  accounting  procedures.  By  today's  accounting 
methods  or  tomorrow’s,  RCA  is  your  profit  line! 
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be  spectacular.  Here  are  the  objec¬ 
tives  she  suggested  for  such  a  cam¬ 
paign: 

(1)  Kill  off  the  idea  that  fine  china 
should  be  reserved  for  formal  enter¬ 
taining.  Such  limited  use  cannot  cre¬ 
ate  replacement  sales.  Promote  instead 
the  concept  of  gracious  family  living, 
with  all  that  it  implies  about  cement¬ 
ing  family  relations  and  creating  a 
sense  of  security,  beauty  and  peace. 

(2)  Promote  the  idea  that  a  different 
service  should  be  used  for  each  meal, 
that  different  menus  require  different 
tableware.  Train  the  customer  out  of 
the  limited  idea  of  one  “good”  set  and 
one  “everyday”  set. 

(3)  Persuade  builders  and  architects 
to  build  more  storage  and  display 
space  for  tableware  into  new  homes. 
Each  dining  room  should  have  walk-in 
closet  space  for  the  purpose,  said  Miss 
Stup>ell.  Tableware  stacked  high  in 
kitchen  cupboards  arouses  no  pride  of 
ownership;  furthermore,  any  equip¬ 
ment  that’s  hard  to  get  at  is  likely  to 
be  rarely  used. 

(4)  Debunk  the  fad  for  so-called 
“antiques”  which  are  simply  attic  ac¬ 
cumulations  of  the  past.  The  exagger¬ 
ated  value  that  has  been  placed  on 
anything  that’s  old  means  that  busi¬ 
ness  is  being  lost  to  antique  and  sec¬ 
ond-hand  shops;  moreover,  it  gives  the 
customer  the  impression  that  the  set 
she  has  is  bound  to  increase  in  value 
with  age,  so  that  she  is  reluctant  to 
dispose  of  it. 

News  About  Fibers 


The  best  way  to  judge  value,  he 
s^id,  is  by  evidence  that  performance 
standards  have  been  met— such  evi¬ 
dence  as  the  Avisco  labeling  program 
offers.  But  he  said  that  buyers  often 
show  less  interest  in  performance  facts 
than  in  gimmicky  promotions,  and  the 
final  result  can  be  bad  both  for  the 
stores  and  the  fiber  producers. 

“One  of  the  ‘hottest’  carpet  items 
today,”  said  Mr.  Lippincott,  “is  a  ray¬ 
on  that  is  very  poor  as  to  soiling  and 
wear,  yet  everyone  is  pushing  it  like 
mad.”  Showing  a  sample  of  carpet 
made  with  Avisco  Super-L  rayon  fiber 
and  bearing  the  Avisco  Integrity  Tag, 
he  said  it  w’ould  outwear  the  other  by 
108  per  cent  and  resist  soilage  35  per 
cent  better.  “You  don’t  have  to  be¬ 
come  a  technician,”  he  pointed  out, 
“but  you  should  look  for  more  than 
someone’s  unsupported  statement 
about  these  things.” 

He  showed  samples  of  rayon  blank¬ 
ets  as  another  instance  of  how  a  few 
pennies  difference  in  price  can  mean 
a  vast  difference  in  quality,  and  he 
said  that  of  the  15  million  rayon 
blankets  sold  last  year,  98  per  cent 
could  not  meet  Avisco  requirements. 

“Low  quality  merchandise  would 
not  be  made  if  you  would  not  pur¬ 
chase  it,”  concluded  Mr.  Lippincott. 
“Buy  from  reliable  houses,  firms  that 
aren’t  just  in  business  for  a  quick 
buck.  Encourage  tested  merchandise, 
too,  products  that  carry  informative 
labels.  Here  again  there  are  all  kinds 
of  testing  and  labeling.  You  must  take 
the  time  to  determine  the  differences.” 


MAN-MADE  fibers  are  making  news 
at  every  home  furnishings  mar¬ 
ket,  bringing  new  interest  and  value  to 
home  furnishings  merchandise.  They 
also  confront  buyers  with  so  many  new 
claims  about  price  and  quality,  and 
with  so  many  novel  promotional  op¬ 
portunities,  that  it  is  not  always  easy 
to  make  buying  decisions.  A  rundown 
on  some  of  these  developments  was 
presented  at  the  home  furnishings  con¬ 
ference  by  representatives  of  four  of 
the  leading  synthetic  fiber  producers. 

Rayon.  Sam  Lippincott,  manager  of 
home  furnishings  and  domestics  mer¬ 
chandising  for  American  Viscose  Corp., 
pinpointed  the  buyer’s  problem  as 
how  to  select  and  sell  true  dollar 
value. 


Acetate.  Discussing  acetate  as  a  carpet 
fiber,  Murray  Ewing,  director  of  new 
product  merchandising  for  the  Textile 
Division  of  Celanese,  reviewed  the 
kinds  of  floor  coverings  fabrics  in 
which  acetate  is  being  used. 

Its  most  familiar  use  is  to  contrib¬ 
ute  color  and  styling  effects.  An  ex¬ 
ample  is  a  tweed  in  which  rayon  and 
acetate  are  combined,  the  rayon  dyed 
and  the  acetate  left  white. 

A  newer  development,  introduced 
only  last  year,  is  a  continuous  fila¬ 
ment  solution-dyed  yarn  engineered 
to  have  a  substantial  hand,  resistance 
to  shedding  and  good  cleanability. 
These  yarns  are  Celaperm  by  Celanese 
and  Chromspun  by  Eastman. 

Newest  of  all  is  a  line  of  frieze  fab¬ 
rics  in  which  the  twist  is  permanently 


set.  A  wide  variety  of  styling  effects  is 
possible  with  these  Celaire  yarns,  by 
varying  the  twist,  pile  height  and  other 
factors.  They  may  be  100  jier  cent 
acetate  or  contain  a  blend  of  acetate 
and  other  twist-settable  fabrics  like 
nylon  and  wool. 

The  use  of  the  Celaire  trademark, 
Mr.  Ewing  explained,  is  controlled  by 
a  licensing  program  that  imposes  pre¬ 
cise  construction  specifications  and 
performance  standards.  He  said  that 
two  licensed  manufacturers  now  have 
Celaire  fabrics  in  limited  quantities; 
bv  fall  they  should  be  an  important 
factor  at  retail  in  the  |8-J10  price 
bracket. 

Acriian.  Chemstrand’s  marketing  pro¬ 
gram  for  Acriian  has  been  based  on 
the  premise  that  there  is  a  substantial 
demand  for  quality,  said  B.  F.  Bert- 
land,  (^hemstrand’s  merchandising 
manager.  And  this  approach  has  been 
an  unqualified  success;  all  Acriian 
production  is  “spoken  for”  and  con¬ 
sumer  acceptance  is  well  established. 
Mr.  Bertland  emphasized  that  no 
waste  material  finds  its  way  into  Acri¬ 
ian  floor  coverings;  Chemstrand  regen¬ 
erates  all  waste.  He  said  that  Acriian 
will  never  be  allowed  to  get  into  a 
price  footballing  situation,  and  he 
urged  retailers  to  get  away  from  price 
emphasis  in  their  floor  coverings  pro¬ 
motions.  “You  start  selling  quality,” 
he  advised,  “and  quality  will  sell  for 
you.” 

Fiberglas.  Retailers  have  “seen  just 
the  beginning”  of  a  flood  of  new  Fiber¬ 
glas  products  that  should  be  important 
producers  of  new  volume,  said  S.  J. 
Weinberg,  Jr.,  manager  of  the  Decora¬ 
tive  Textile  Division  of  Owens-Corn- 
ing  Fiberglas  Corp.  In  the  fabrics 
category  he  mentioned  a  new  range  of 
Aerocor  fabrics,  milium-lined  draper¬ 
ies,  shower  curtains,  lampshades,  and 
new  wall  coverings.  In  Fiberglas  rein¬ 
forced  plastic  products,  he  said,  the 
early  future  promises  a  Fiberglas 
screenetl  patio  complete  with  trans¬ 
lucent  roof,  and  Fiberglas  reinforced 
swimming  pools  which  stores  can  sell 
as  a  package. 

The  national  advertising  campaign 
for  Fiberglas  is  big  and  will  be  40  per 
cent  bigger  next  fall,  Mr.  Weinberg 
reported.  I'he  retail  promotion  serv¬ 
ice,  which  held  over  250  training  and 
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Is  Your  Store  Ready  for  This  Big  Event? 

Alagnavox  announces 

STEREO-RAMA 

the  first  public  offering  of 

STEREOPHONIC  HIGH  FIDELITY 

FROM  STEREO  RECORDS 


READY  NOW  .  .  .  MONTHS  AHEAD  OF  COMPETITION  .  .  . 

Magnavox  enables  you  to  sell  a  thrilling  new  listening  experience  achieved  by  combining  the  tonal 
purity  of  Magnavox  High  Fidelity  with  the  dimensional  realism  and  spaciousness  of  Stereophonic 
Sound. 

HERE  15  THE  MOST  TREMENDOUS  SALES  EVENT 

and  PROFIT  OPPORTUNITY  FOR  MAGNAVOX  DEALERS  IN  YEARS! 

•  A  stereo  program  that  will  not  obsolete  your  inventory 

•  A  ‘‘natural"  storewide  promotion 

•  Existing  widespread  public  interest  in  "Stereo"  will  build  traffic 

•  The  most  dramatic  demonstration  opportunity  you’ve  had  in  years 

•  Step-up  selling  becomes  easier  and  more  profitable 

•  Sell  your  customers  complete  Stereo-Fidelity  now  ...  or  High  Fidelity 
now,  and  Stereo  later 


Be  First  with  Magnavox  and  stay  there  .  .  . 

with  the  most  valuable  franchise  in  the  industry. 

FORT  WAYNE,  INDIANA 


May,  1958 


59 


promotion  meetings  in  stores  last  year, 
will  take  in  even  more  ground  very 
shortly.  A  Merchandising  Advisory 
Council  is  being  organized,  to  consist 
at  the  beginning  of  merchandise  man¬ 
agers  from  a  few  resident  buying 
offices. 

“We  hojje,”  said  Mr.  Weinberg, 
“that  it  will  have  a  growing  and  rotat¬ 
ing  membership,  regular  meetings  and 
specific  goals.  Purpose:  to  discuss  new 
volume  and  profit  opportunities  for 
retailers:  and  to  advise  us  in  product 
planning  and  in  developing  retail 
aids.” 

Deliuery  Cost  Control 

SYSTEMATIC  cost-reduction 
program  in  delivery  and  packing 
was  described  to  the  home  furnishings 
conference  by  Dennis  C.  Mulhearn, 
delivery  manager  of  Macy’s  New  York. 
Its  starting  point  was  the  introduction 
of  the  ABC  method  of  count  charges 
by  United  Parcel  several  years  ago. 
Its  purpose  is  to  assure  that  merchan¬ 
dise  is  packed  in  the  smallest  container 
jx>ssible.  It  covers:  (1)  packing  meth¬ 
ods,  w'ith  constant  follow-up  training; 
(2)  packing  materials,  particularly  to 
make  sure  that  carton  sizes  conform 
to  U  P  S  sizes:  and  (3)  vendors’  pre¬ 
packs. 

Controlling  Prepack  Sizes.  Macy’s  has 
been  working  for  many  years,  said  Mr. 
Mulhearn,  to  increase  the  number  of 
prepacked  cartons,  and  a  good  per¬ 
centage  of  merchandise  now  is  deliv¬ 
ered  that  way.  As  an  outstanding  ex¬ 
ample  of  how  vendors  have  been  in¬ 
structed  in  the  importance  of  the 
ITS  specifications,  he  described  the 
mass  “clinic”  that  Macy’s  held  for 
lamp  manufacturers  in  1956.  Eighty- 
five  manufacturers,  their  packing  fore¬ 
men,  representatives  of  the  major  car¬ 
ton  manufacturers,  and  Macy’s  packing 
and  delivery  executives  were  there. 

After  the  UPS  classification  limits 
had  been  explained,  Macy  representa¬ 
tives  showed  the  manufacturers  that  if 
they  stocked  a  carton  to  fit  the  maxi¬ 
mum  size  of  each  classification  they 
could  cut  their  carton  size  assortments 
and  realize  substantial  savings.  This 
was  followed  by  a  demonstration  of 
proper  packing  to  achieve  the  lowest 
possible  delivery  count. 

Since  then,  the  Lamp  and  Shade 


Institute  has  been  carrying  on  this 
work  with  its  members  and  with  car¬ 
ton  manufacturers.  New  prepacks 
have  been  developed,  and  Macy’s  has 
found  the  delivery  classification  re¬ 
duced  on  many  lamps  and  shades. 

The  Macy  warehouse  keeps  a  con¬ 
stant  check  on  incoming  shipments  to 
see  that  they  conform  to  the  UPS 
standards.  When  variations  occur  the 
warehouse  notifies  both  the  lamp  buy¬ 
er  and  the  vendor,  and  vendors  are 
frequently  called  to  the  warehouse  so 
that  they  can  see  what  the  problem 
is  and  how  it  should  be  corrected. 

Some  manufacturers  have  seen  the 
selling’  value  of  minimum-size  pre¬ 
packs,  Mr.  Mulhearn  reported,  and 
are  changing  their  boxes  so  that  stores 
will  have  the  advantage  of  lower  deliv¬ 
ery  costs.  One  company,  which  brought 
a  proposed  new  carton  in  for  Macy’s 
reaction,  learned  that  because  it  meas¬ 
ured  only  an  inch  over  one  UPS  classi¬ 
fication  it  would  cost  the  store  20  cents 
extra  for  each  delivery.  It  was  easily 
changed.  Macy’s  also  asks  vendors  to 
supply  cartons  that  the  customer  can 
open  without  multilating,  so  that  if 
the  merchandise  is  returned  it  can  be 
resold  in  the  original  carton. 

Mr.  Mulhearn  urged  other  stores  to 
work  with  their  vendors  so  that  they 
will  all  “take  the  air  out  of  the  boxes 
and  reduce  delivery  expenses.”  “I’m 
.sure,”  he  said,  “that  with  all  stores, 
large  and  small,  contacting  our  manu¬ 
facturers  to  conform  to  smaller  pack¬ 
ages,  not  only  we  who  use  UPS  deliv- 

I  Organization  for  Sales 

i  A  recommended  new  form  of  f 

§  store  organization  that  gives  prim-  ’ 
I  ary  emphasis  to  the  selling  function 
I  was  described  at  the  home  furnish- 
p  ings  conference  by  Richard  L.  Lies 
i  of  the  management  consulting  firm 
I  of  Cresap,  McCormick  and  Paget,  j 

I  In  this  plan,  all  principal  elements 
of  the  selling  function  would  be  ;; 

1  combined  under  one  executive. 

P 

(Except  in  small  stores,  he  said,  this 
combination  should  occur  below  the 
level  of  general  manager,  in  the  jj 
person  of  a  sales  manager  who  has  ^ 
g  line  supervision  over  all  buying  and 
i  selling  activities.  ni 


ery  service  will  profit,  but  you  who  use 
other  carriers  will  also  be  able  to  re¬ 
duce  the  truckload  and  save  delivery 
money.” 

Branch  Store  Merchandising 

The  basic  problem  in  branch  store 
merchandising  of  home  furnishings 
is  the  problem  of  selection,  said  Clar¬ 
ence  W.  Barnett  of  Hochschild,  Kohn 
&  Co.  “We  must  know,”  he  said, 
“what  to  select  as  our  basic,  never-out 
stocks,  and  what  to  select  for  our  sea¬ 
sonal  expansions,  and  of  course  if  we 
are  going  to  expand  we  must  also 
know  what  to  contract  .  .  .” 

He  advised  a  survey  of  shopping 
habits  and  income  and  taste  levels  in 
the  community  before  the  branch 
opens,  and  said  the  most  revealing 
kind  is  house-to-house  interviewing, 
done  on  a  sampling  basis.  Precon¬ 
ceived  ideas  about  what  an  area  will 
want  can  be  and  have  been  very 
wrong,  said  Mr.  Barnett. 

On  the  subject  of  seasonal  expan¬ 
sion,  he  suggested  among  other  things 
that  garden  shops  be  set  up  outdoors, 
taking  part  of  the  parking  space  if  it’s 
necessary.  “And  while  you’re  at  it,” 
he  said,  “squeeze  in  some  lawn  furni¬ 
ture,  wading  pools  and  playground 
equipment  and  watch  your  sales 
climb.”  In  one  of  the  Hochschild, 
Kohn  branches  this  outdoor  garden 
shop  becomes,  at  Christmas  time,  a 
play  pen  for  “real  live  reindeer”  and 
a  place  where  Santa  Claus  receives  his 
visitors. 

Stock  Control.  In  the  limited  area  of 
the  branch  shop,  strict  attention  to  a 
basic,  never-out  list  is  of  the  utmost 
importance,  said  Mr.  Barnett.  Hoch¬ 
schild,  Kohn  has  a  formal  never-out 
list  for  each  store.  Deciding  what 
should  be  a  never-out  item  is  the  buy¬ 
er’s  responsibility:  once  it  goes  on  the 
list  it  is  subject  to  constant  checking 
by  a  “never-out-list-shopper”  who 
spends  all  her  time  on  this  assignment. 
Each  item  she  finds  unavailable  is  re¬ 
ported  on  an  out-of-stock  listing,  cop¬ 
ies  of  which  are  sent  to  the  buyer,  the 
merchandise  manager  and  the  store 
president.  If  10  per  cent  of  the  items 
shopped  are  out  of  stock,  the  situation 
is  handled  as  an  emergency. 

It’s  difficult  for  a  b'uyer  to  steer  a 
straight  course  between  the  demands 


60 


STORES,  the  NRMA  Magazine 


Out  Soon— 


THE  NEW 


HARVARD  REPORT 


Bigger  Than  Ever! 


Includes: 

•  Total  store  merchandising,  profit 
and  production  unit  accounting  data 
by  department  and  special  store 
volume  groups 

and: 

*  Detailed  payroll  and  non-payroll 
expense  data  by  natural  division 
within  expense  centers  for  selected 
volume  groups,  which  previously  was 
issued  as  a  special  supplement 

at  an  extra  charge. 


Order  today! 

Be  sure  to  get 
your  copy  from 
the  First  printing! 

SPECIAL  TO  $  f 
NRMA  MEMBERS  J 

$6.00  to  non-members 


(Please  Print) 

NATIONAL  RETAIL  MERCHANTS  ASSOCIATION 
100  West  31st  Street,  New  York  1,  N.  Y. 

Gentlemen: 

Please  send  me . copies  of  the  new 

Harvard  Report,  OPERATING  RESULTS  OF  DEPARTMENT 
AND  SPECIALTY  STORES  IN  1957. 

(Member  price,  $5.00— non-member  price,  $6.00) 

Bill  us .  Check  enclosed . 

NAME  . . 

COMPANY  . 

ADDRESS  . 

CITY . STATE . 

PIvQM  odd  3%  salat  tax  rf  dalivarad  in  Naw  York  City 


May,  1958 


61 


-of  the  never-out  list  and  the  danger  of 
an  over-stocked  condition.  Mr.  Bar¬ 
nett  approved  of  the  policy  of  specify¬ 
ing  maximum  quantities  to  be  carried, 
provided  attention  is  given  to  varying 
sales  rates  and  seasonal  demands.  And 
don’t,  he  advised,  forget  about  the 
oldest  control  of  all:  “eyeball  control.” 
Hochschild,  Kohn  buyers  visit  each 
branch  not  less  than  every  other  week, 
and  one  of  the  main  purposes  of  the 
trip  is  to  check  stock  conditions. 

The  ** Store  Image" 

The  fear  of  making  a  mistake  is  a 
big  one  with  many  customers  when 
they  are  buying  home  furnishings 
items,  said  Dr.  Herta  Herzog,  vice 
president  of  McCann-Erickson,  who 
s|X)ke  at  a  luncheon  session  on  how 
some  of  the  findings  of  motivation  re¬ 
search  can  improve  customer  relations. 
She  sketched  this  familiar  picture  of 
an  uncertain  shoppier: 

“They  shop  the  windows  and  don’t 
go  in,  they  read  all  the  ads  and  don’t 
go  near  a  store.  They  were  ‘just  look¬ 
ing’  when  the  salesman  approached 
them.  In  short,  they  want  to  buy  and 
yet  they  are  afraid  of  making  the 
wrong  choice. 

“A  store  that  is  thought  of  both  as 
an  authority  and  friendly  to  its  cus¬ 
tomers  will  go  a  long  way  to  attract 
such  customers.  Once  inside,  the  right 
kind  of  display  and  sales  help  can  do 
a  good  deal  to  give  these  consumers 
the  feeling  that  they  have  scrutinized 
all  alternatives  and  made  the  right 
selection.  These  pieople  appreciate 
signs;  they  like  literature  to  take  home 
and  study.  .  .  .  While  they  are  fright¬ 
ened  by  technical  terms  if  these  re¬ 
main  unexplained,  they  are  pleased 
to  use  them  if  helped  to  understand 
what  they  mean.” 

Second  thoughts  and  anxieties  are 
likely  to  set  in,  too,  after  the  pur¬ 
chase  has  been  made.  Dr.  Herzog  ad¬ 
vised  that  to  prevent  returns— and, 
equally  important,  to  prevent  an  un¬ 
expressed  dissatisfaction  that  may  cut 
off  future  business— the  store  should 
make  sure  the  customer  knows  how  to 
handle  the  merchandise  and  that  she 
feels  she  knows  exactly  why  her  selec¬ 
tion  is  a  good  one.  This  is  esjjecially 
important  in  the  case  of  major  appli¬ 
ances.  (Dr.  Herzog  said  research 
shows  that  some  of  the  most  avid  read¬ 


ers  of  ads  are  recent  purchasers  of  a 
brand  who  want  to  make  sure  theirs 
was  the  best  choice.) 

Another  fundamental  in  good  con¬ 
sumer  relations  for  the  department 
store  is  a  welcoming  attitude  for  shop¬ 
pers.  Dr.  Herzog  said  that  advertising 
research  has  invariably  shown  that  cus¬ 
tomers  think  of  the  department  store 
as  a  place  they  visit  to  see  what’s  new 
and  interesting  as  well  as  a  place  to 
make  specific  purchases.  If  they  are  dis¬ 
missed  uninterestedly  because  they’re 
“merely  shopping,”  the  friendly  store 
image  is  impaired.  Salespeople  should 
be  trained  to  make  shopping  in  the 
store  a  pleasant,  informative  experi¬ 
ence,  Dr.  Herzog  advised.  Along  the 
same  lines,  she  recommended  that 
stores  use  their  mail  pieces  “educa¬ 
tionally”— to  give  customers  straight 
news  about  merchandise  as  well  as  in¬ 
formation  about  sales  and  prices. 

The  Importer's  Role 

The  retailer  who  deals  with  a  com¬ 
petent,  well-organized  imjxirter 
buys  much  more  than  merchandise, 
said  Joseph  Orshan,  vice  president  of 
American  Commercial,  Inc.  He  buys, 
first  of  all,  precious  time,  for  to  shop 
the  European  and  Oriental  markets 
directly  takes  four  to  eight  weeks  out 
of  the  buyer’s  year.  Besides  that,  he 
buys  the  most  protluctive  use  of  his 
inventory  money,  and  these,  said  Mr. 
Orshan,  are  the  reasons: 

(1)  The  good  importer  has  access  to 
the  best  manufacturers,  whereas  buy¬ 
ers  dealing  direct  are  likely  to  find  the 
best  lines  tied  up. 

(2)  Dealing  through  an  importer, 
the  store  does  not  have  its  money  tied 
up  during  long  waiting  periods;  nor 
does  it  have  to  cope,  long  distance, 
with  the  problems  of  late  deliveries 
and  of  merchandise  that  is  not  as 
ordered  or  that  is  defective. 

The  arguments  usually  advanced  in 
favor  of  dealing  directly  with  foreign 
resources  are  better  markup  and  more 
exclusivity.  Mr.  Orshan  questioned 
the  value  of  the  higher  initial  mark¬ 
up  when  the  higher  buying  expense, 
handling  exj>ense,  slower  turn,  mark- 
downs  and  loss  of  flexibility  are  con¬ 
sidered. 

He  said  he  sjxike  not  only  for  his 
own  firm,  which  specializes  in  china, 
but  for  other  types  of  importers  as  well 


in  giving  this  advice: 

“Instead  of  dealing  with  many  vend¬ 
ors  in  the  foreign  market,  place  your 
money  and  efforts  and  confidence  in  a 
full-time  expert.  You  will  get  a  fast, 
healthy  stock  turn,  your  selections  and 
assortments  will  be  wide  and  constant¬ 
ly  changing,  you  will  have  no  dogs  or 
prior  stock  clogging  your  warehouses.” 

Cost  Improvement 

Billed  as  a  discussion  of  cost-cut¬ 
ting  methods,  the  final  session  of 
the  home  furnishings  conference  wid¬ 
ened  to  include  most  phases  of  mer¬ 
chandising  and  operating  the  home 
furnishings  departments.  Speakers 
swapped  experience  in  resource  rela¬ 
tionships,  quality  control  and  inven¬ 
tory  planning,  and  especially  about 
the  merchandising  decisions  which 
must  balance  the  unprofitability  of 
carrying  certain  items  against  store 
policies  of  customer  service.  Charles 
Fletchei  of  Burdine’s  was  chairman 
of  the  session. 

Appliances  and  Television.  To  im¬ 
prove  the  profit  picture  in  major  ap¬ 
pliances,  said  John  Banigan  of  Allied 
Purchasing  Corp.,  requires  constant 
negotiation  on  prices  and  allowances; 
constant  check  on  sales  and  service 
production;  minute  attention  to  cost 
control.  He  offered  this  check  list: 

1.  Am  I  sure  I  am  buying  at  the 
lowest  price  offered  anyone  in  my  ter¬ 
ritory,  including  carload  cost  on  Icl 
shipments? 

2.  Have  I  obtained  from  the  dis¬ 
tributor  an  adjustment  to  compensate 
for  the  floor  plan  offered  to  appliance 
dealers  which  I  don’t  utilize? 

3.  Is  my  distributor  rotating  floor 
models  to  reduce  markdowns;  accept¬ 
ing  slow-selling  models  for  full  credit; 
doing  for  me  all  the  things  he  is  doing 
for  anyone  else? 

4.  Do  I  get  maximum  advertising 
cooperation?  The  allowance  should 
reflect  the  greater  value  of  department 
store  advertising  to  the  distributor 
and  manufacturer,  and  it  should  in¬ 
clude  cost  of  preparation  and  a  share 
of  the  ad  department  overhead. 

Gootl  workroom  control,  said  Mr. 
Banigan,  means  that  workroom  in¬ 
voices  are  checked  a'ls  carefully  as  mer¬ 
chandise  invoices  to'  be  sure  that  re¬ 
turned  defective  parts  are  fully  credit- 
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ed.  It  means  that  there  is  a  systematic 
control  of  parts  inventories  to  prevent 
shortages.  It  requires  that  accurate 
production  records  be  kept,  reviewed 
and  compared,  and  that  service  rates 
be  regularly  reviewed.  “You  can  find,” 
said  -Mr.  Banigan,  “that  you’re  paying 
1958  rates  and  collecting  on  a  1951 
schedule.” 

Trade-ins,  he  said,  are  a  profit  leak 
unless  a  professional,  realistic  job  is 
done.  They  must  mark  down  to  true 
value  as  soon  as  they  are  brought  into 
stock.  In  some  stores,  he  reported, 
they  are  marked  out  of  stock  entirely 
and  a  markup  is  taken  only  when  they 
are  resold. 

Marvin  Williams  of  the  Harris  Co., 
San  Bernardino,  California,  said  that 
his  store  had  sharply  reduced  costs 
in  the  television  service  department 
by  (1)  putting  it  under  the  super¬ 
vision  of  a  service  manager  instead  of 
the  buyer,  and  (2)  installing  an  in¬ 
centive  compensation  system  for  both 
the  manager  and  the  service  men. 
Each  technician  has  a  production 
quota  of  double  his  salary  and  gets  a 
bonus  of  25  per  cent  on  all  the  income 
he  brings  in  over  the  quota.  The 
manager  gets  a  bonus  of  25  per  cent 
on  the  amount  by  which  he  beats  the 
NRMA  average  costs.  Production  per 
man  has  increased  so  that  the  depart¬ 
ment  has  been  reduced  from  seven 
technicians  to  five,  while  handling  an 
increased  volume  of  work.  Costs, 
which  were  four  per  cent  above  the 
NRMA  average,  are  now  well  below 
that  figure;  this  year  there  should  be 
a  profit. 

Housewares.  The  cost  of  handling 
phone  orders  is  an  important  factor 
in  the  big-volume  but  narrow-margin 
88-cent  sales  that  McCurdy’s,  Roches¬ 
ter  runs  about  once  a  month.  George 
Suitt  reported  that  by  identifying  each 
item  on  the  ad  page  by  a  key  number 
they  have  been  able  to  cut  two  people 
from  the  phone  order  setup  for  the 
week  the  ad  is  run. 

Larry  Moore  of  Bamberger’s  report¬ 
ed  that  the  store  now  has  an  outside 
agency  handle  the  warehousing,  deliv¬ 
ery  and  servicing  of  power  lawn  mow¬ 
ers.  It  has  become  the  official  factory 
service  agency  for  the  brand  Bamberg¬ 
er’s  pushes,  but  not  for  competitive 
brands.  The  cost  to  the  store  is  $3  for 
a  rotary  mower,  which  is  delivered  to 
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the  customer  prepacked,  and  $6  for  a 
rider  mower,  w'hich  the  service  sets  up 
and  demonstrates  at  the  customer’s 
home.  Mr.  Moore  said  the  improve¬ 
ment  in  markdowns  and  returns  ex¬ 
perience  has  been  “fantastic.” 

A  member  from  California  reported 
that  when  fair  trade  prices  were  lifted 
from  small  appliances  his  store  im¬ 
mediately  began  the  practice  of  mak¬ 
ing  delivery  charges.  He  said  there 
was  no  adverse  reaction. 

Linens  and  Domestics.  In  the  low- 
markup  linens  and  domestics  depart¬ 
ment,  the  best  opportunity  to  improve 
merchandising  profits  lies  in  encour¬ 
aging  multiple  unit  sales,  said  Her¬ 
mann  Hartmann  or  Arkwright,  Inc. 
He  strongly  recommended  prices  for 
multiple  purchases  that  offer  a  sub¬ 
stantial  advantage  to  the  customer. 

Draperies  and  Slipcovers.  The  cur¬ 
tains  and  draperies  department  at 
Quackenbush,  Paterson,  N.  J.,  has 
turned  in  the  best  departmental  profit 
picture  in  this  store  for  the  past 
several  years,  and  it  doesn’t  lose  money 
in  its  workroom,  said  Mrs.  Rose  Cla- 
murro,  buyer  of  the  department.  The 
workroom  is,  in  fact,  the  core  of  this 
unusually  successful  operation,  w'here 
the  largest  percentage  of  the  business 
is  custom  draperies  and  slijxrovers. 

Mrs.  Clamurro  has  a  sales  staff  of 
six  and  a  year-round  workroom  staff 
of  15,  which  grows  to  22  at  seasonal 
peaks.  She  attributes  the  profitability 
of  her  department  largely  to  the  ex¬ 
perience  and  high  morale  of  these 
people,  and  said  that  the  biggest  cost 
advantage  any  department  can  have 
is  low  personnel  turnover.  Everyone 
in  her  department  has  been  there  at 
least  nine  years! 

Although  her  piece  goods  business  is 
secondary  to  custom  work,  Mrs.  Cla¬ 
murro  said:  “Any  of  us  who  think  we 
can  operate  a  draperies  and  slipcovers 
department  without  showing  bolts  of 
goods  are  mistaken.  You  cannot  oper¬ 
ate  from  books  or  swatches.  You  must 
show  the  customer  you’re  in  business.” 
She  finds  that  she  does  have  a  better 
return  on  investment  in  piece  goods 
than  in  readymade  draperies.  Asked 
about  the  remnant  problem,  she  said 
that  (1)  that’s  the  advantage  of  having 
your  own  workroom  and  (2)  an  ex¬ 
perienced  selling  staff  makes  sure  that 


remnants  are  few. 

The  regular  sales  staff  at  Quacken¬ 
bush  handles  in-the-home  selling  too. 
This  service  has  been  actively  pro¬ 
moted  for  only  a  year  and  already 
accounts  for  10  jrer  cent  of  the  de¬ 
partment’s  business— and,  said  Mrs. 
Clamurro,  it’s  plus  business  on  higher 
markup  merchandise. 

Premarking  by  Vendors.  Robert  Lau- 
ter  reported  that  Macy’s  is  increasing 
its  efforts  to  have  merchandise  pre¬ 
marked  by  vendors,  and  chairman 
Fletcher  emphasized  this  as  a  most  im¬ 
portant  method  of  cost-cutting,  which 
any  store  of  any  size  can  practice.  As 
an  example,  he  said  that  Burdine’s  has 
two  European  resources  premarking 
the  plastic  flowers  the  store  buys  from 
them,  and  on  which  it  does  a  volume 
of  $150,000  annually.  The  only  cost 
the  store  has  is  for  the  transportation 
of  the  price  tickets  to  the  resources. 
Since  the  resource  is  required  to  rtiark 
the  merchandise  with  the  countfy  of 
origin,  the  store  puts  this  information 
on  the  price  tag  in  return  for  having 
the  resource  put  the  tag  on  the  goods. 
An  average  shipment  ($6,000  retail) 
if  marked  in  the  store  would  require 
the  time  of  eight  girls  for  two  days. 

Furniture.  The  biggest  opportunity 
to  improve  profits  in  furniture  lies  in 
better  inventory  control,  said  Irving 
B.  Sherman,  who  has  been  merchan¬ 
dise  administrator  of  home  furnishings 
at  Lit  Brothers  and  executive  vice 
president  of  Ludwig  Baumann-Spears. 
Too  often,  he  said,  inventory  dollars 
are  tied  up  unproductively  in  bad¬ 
ly-balanced  stocks:  assortments  are 
haphazard;  too  many  price  lines  are 
carried;  instead  of  well-defined  lines 
there  is  much  duplication  of  inven¬ 
tory,  not  only  from  several  resources 
but  even  from  a  single  resource.  Mr. 
Sherman  suggested  that  better  basic 
stocks  would  be  developed  if  some  of 
the  principles  of  branch  store  assort¬ 
ment  were  applied  to  the  main  store: 

“The  usual  procedure  is  to  select 
merchandise  for  the  main  store  and 
then  cull  out  of  this  an  assortment  to 
fit  the  limited  area  at  the  branch. 
What  are  the  results?  We  all  know 
that  dollar  productivity  per  square 
foot  in  the  branch  furniture  depart¬ 
ment  far  surpasses  that  of  the  main 
store.  It  might  be  worth  while  to  re¬ 


verse  the  culling-out  procedure  and 
start  with  the  bread-and-butter  basics 
that  you  would  use  in  the  branch, 
enlarging  the  main  store  selection 
from  this  base.” 

Closely  related  is  the  question  of  se¬ 
lection  of  resources.  Mr.  Sherman  said 
that  while  most  stores  claim  to  have  a 
program  of  limiting  resources  there  is 
little  evidence  of  it  on  the  furniture 
floor,  where  inventory  duplication  is 
so  common.  He  recommended  that 
resources  be  closely  analyzed  for  their 
profitability,  with  special  attention  to 
promptness  in  deliveries,  quality  con¬ 
trol  and  satisfactory  prepacks. 

Floor  Coverings.  William  Spivak,  rug 
buyer  for  Bloomingdale’s,  New  York, 
reported  that  a  local  jobber  supplies 
him  with  cut  orders  on  a  popular 
broadloom  for  a  premium  of  five  per 
cent  over  the  square  yard  price.  The 
jobber  carries  the  stock;  the  store  gets 
good  service  and  return  privileges,  has 
no  inventory  money  tied  up,  no  init¬ 
ial  inventory  handling  cost,  no  rem¬ 
nants.  Asked  how  the  five  per  cent 
increase  affects  his  competitive  posi¬ 
tion  with  customers,  Mr.  Spivak  said 
the  store  puts  its  own  names  on  all 
qualities  of  broadloom  so  that  price 
comparisons  are  not  readily  made. 

Father's  Day  Opportunity 

Experience  of  recent  years  with 
Father’s  Day  promotions  has  shown 
that  hard  goods  get  a  share  of  this 
business  that  is  in  direct  proportion 
to  the  promotional  effort  expended. 
Robert  E.  Schuler,  sales  manager  of 
the  Lawn-Boy  Division  of  Outboard 
Marine  Corp.,  cited  1957  experience 
around  the  country  to  prove  this 
point.  High-ticket  items  will  move, 
he  said,  if  they’re  supported  by  crea¬ 
tive,  organized  promotion. 

He  advised  the  home  furnishings 
merchandisers  to  get  wholeheartedly 
into  the  promotion,  suggesting  the  fol¬ 
lowing  procedures: 

Consider  the  use  of  sales  contests  in 
the  departments  in  which  you  decide 
to  concentrate  your  efforts.  Have 
salespeople  remind  customers  of  Fath¬ 
er’s  Day,  personally  or  on  the  tele¬ 
phone,  suggesting  gift  items.  Put  ad¬ 
vertising  promotion^ into  the  effort: 
“get  with  that  co-op  fund  from  manu¬ 
facturers;”  use  in-store  displays. 
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Report  from  Washington 


.,i3fT  7.  -‘... -Visi.  »1 


By  John  Hazen, 

Vice  President  for 
Government  Affairs, 
NRMA 


CONGRESSIONAL  activity  between  now  and  mid- 
August,  the  expected  time  of  adjournment,  will  be 
influenced  primarily  by  economic  conditions,  mixed  with 
a  heavy  proportion  of  politics. 

Pump  priming,  tax  cuts,  and  controls  over  prices  and 
wages  are  topics  of  major  importance  in  the  present 
Washington  atmosphere.  Pump  priming  is  here  already; 
how  many  hundreds  of  millions  will  be  poured  into  public 
works  remains  to  be  seen.  On  the  question  of  tax  cuts, 
it  appears  as  though  politicians  are  more  interested  in  cut¬ 
ting  taxes  than  are  the  taxpayers  themselves.  Polls  taken 
by  professional  pollsters  as  well  as  by  members  of  Congress 
indicate  that  there  is  no  public  clamor  for  tax  cuts,  but 
rather  an  insistence  that  taxes  be  maintained  at  present 
levels  in  order  to  keep  deficit  spending  as  low  as  possible. 

All  signs  at  this  writing  indicate  that  we  are  going  to 
go  deeper  into  the  red,  in  this  and  the  next  fiscal  year, 
than  all  of  the  experts  indicated  a  few  weeks  ago.  In  the 
spending  area  it  appears  that  the  Democrats  are  plump)- 
ing  harder  for  more  pump  priming  than  the  Republicans 
on  the  other  side  of  the  aisle. 

Price  and  Wage  Controls.  Although  comments  are  made 
in  whispered  tones,  there  is  talk  of  seriously  considering 
price  and  wage  controls  as  a  means  of  upsetting  the  phe¬ 
nomenon  of  rising  prices  in  a  jieriod  of  decreasing  busi¬ 
ness  activity.  Retailers  who  have  experienced  two  price 
control  periods  in  little  more  than  a  decade  know  that 
every  effort  that  has  been  made  to  control  inflation  through 
indirect  means  has  proven  ineffective.  Controls  are  in¬ 
voked  by  politicians;  and  although  they  strive  to  control 
prices  through  strict  regulations,  the  control  of  wages 
never  seems  to  be  effective.  Hence  there  has  always  been 
the  squeeze  applied  to  prices,  but  not  to  wages  in  the 
same  degree. 


Union  Regulation.  In  the  labor  field  there  has  been  a 
great  deal  of  information  developed  by  the  McClellan 
Committee  that  indicates  a  real  need  for  legislation  to  deal 
with  union  monopoly  jww'er. 

It  would  appear  at  this  time  that  the  current  session 
will  see  little  more  in  this  area  than  legislation  requiring 
registration  and  reporting  of  welfare  and  employee  pen¬ 
sion  plans.  The  unions  are  pushing  for  a  broad  bill  that 
would  cover  even  those  plans  established  voluntarily  by 
employers  and  operated  exclusively  by  them. 

Supplementary  Unemployment  Compensation.  A  nipand- 
tuck  battle  is  going  on  now  to  determine  whether  states’ 
rights  will  be  further  weakened  through  a  federalization 
of  our  unemployment  compensation  program.  Opponents 
of  the  Administration’s  plan  to  inaugurate  compulsory 
loans  to  the  states  for  supplementary  unemployment  com¬ 
pensation  payments  see  Federal  control  as  a  major  tlireat. 
It  appears  that  Congress  will  act  in  this  area.  The  real 
threat,  of  course,  is  the  long-time  drive  to  federalize  the 
state  programs.  Pre-emption  by  the  Federal  government 
of  the  unemployment  compensation  program  has  been  the 
desire  of  liberal  elements,  both  in  Congress  and  in 
organized  labor. 

Wage-Hour  Laws.  Announcement  by  Representative  Phil 
Landrum  (D-Ga.)  that  his  Subcommittee  of  the  House 
Education  and  Labor  Committee  would  hold  hearings  on 
administration  of  the  Fair  Labor  Standards  Act  and  other 
Federal  laws  in  the  area  of  wages  and  hours  will  p>ostpone 
consideration  of  the  question  of  expanded  coverage  of  the 
Wage-Hour  Act.  Representative  Landrum  plans  to  hear 
testimony  from  both  government  and  business  witnesses 
to  ascertain  if  the  various  wage-hour  laws  are  being  ad¬ 
ministered  in  line  w'ith  congressional  intent.  These  hear¬ 
ings  should  prove  not  only  interesting  but  helpful,  par¬ 
ticularly  in  those  areas  in  which  the  Wage-Hour  Division 
of  the  Department  of  Labor  has  engaged  in  some  rather 
broad  interpretation  of  the  laws. 

Reciprocal  Trade.  Pressures  have  been  mounting  the  past 
few  weeks  as  the  date  for  renewal  of  the  Reciprocal  Trade 
Agreements  Act  draws  closer.  NRMA  has  been  active  in 
advocating  renewal  of  the  trade  program  for  a  [leriod  of 
five  years. 
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National  Sales  Percentages  (Medians)  by  Classifications 

Stores  December  January  Total  Fall 

CLASSIFICATION  Reporting  1957  19S8  1957 

Total  Year 
1957 

*1.  Blouses  &  Shirts 

142 

12.2 

10.5 

11.3 

12.7 

2.  Sweaters 

144 

47.0 

26.6 

35.8 

28.8 

3.  Skirts 

141 

16.1 

18.0 

20.8 

19.2 

4.  Knit  Dresses 

125 

13.0 

23.2 

17.8 

10.5 

5.  Combined  Separates 

125 

.3 

2.4 

.4 

.5 

6.  Jumpers 

16 

.5 

.8 

.9 

.8 

7.  Jackets 

142 

4.1 

4.5 

4.0 

3.2 

A.  Leather  &  Suede 

104 

1.7 

.5 

.9 

.6 

B.  Blazer 

93 

1.5 

.8 

1.3 

1.1 

C.  Outdoor  Active 

113 

.9 

3.2 

1.8 

1.5 

8.  Swimwear 

140 

.7 

4.7 

2.6 

6.7 

9.  Active  Playwear 

138 

6.6 

9.8 

6.9 

11.6 

10.  T-Shirts 

126 

.1 

.3 

.4 

1.4 

11.  Miscellaneous 

44 

3.1 

6.6 

2.2 

3.8 

*ln  those  stores  where  the  blouse  department  is  a  separate  department  from  sportswear,  the  blouse  figures  submitted 
represent  only  match-mate  blouses,  hence  the  over-all  percentage  appears  low. 

Definition  of  Classiflcatiens: 

5.  Not  individually  sold  but  combined  at  one  price.  glasses  &  hats,  and  ski  pants. 

9.  Includes  slacks,  pants,  shorts,  halters,  playsuits,  11.  Includes  all  other  items  not  specified.  Raincoats  are 

culottes,  riding  apparel,  beachrobes,  bags,  shoes,  specifically  excluded. 


Sales  Distribution  In  Women's  and  Misses'  Sportswear 

By  Dorothy  Cook,  Merchandising  Division,  NRMA 

This  is  the  ninth  monthly  analysis,  to  provide  a  standardized  basis  of  com-  volume  of  the  classification  shown  and 

by  the  Merchandising  Division  of  parison  of  women’s  sportswear  figures.  calculate  the  percentage  of  each  classi- 

the  NRMA,  of  sales  by  classifications  The  classifications  listed  are  those  fication  to  the  total, 
in  women’s  sportswear.  It  includes  agreed  on  by  research  directors  of  sev-  The  survey  is  being  published  every 
budget,  better  and  junior  sportswear.  eral  of  the  large  buying  organizations.  two  months  for  two  years  with  annual 

It  does  not  include  casual  and  spiort  It  is  hoped  that  more  stores  will  adopt  summaries  and  comparisons.  Figures 

dresses,  nor  the  accessories  division’s  this  uniform  classification  list  and  con-  for  February  1958  and  March  1958 

sales  of  blouses  and  sportswear.  tribute  their  figures.  The  more  stores,  will  be  published  in  the  July  issue  of 

The  survey  has  been  undertaken  by  the  more  typical  and  more  useful  the  Stores.  Requests  for  reports  and  re- 

the  Division  because  of  the  growing  figures.  porting  forms  should  be  directed  to 

importance  of  sportswear  in  the  In  order  to  compare  your  figures  the  Merchandising  Division,  NRMA, 

women’s  apparel  field.  The  object  is  with  these,  compute  the  total  dollar  100  West  31st  Street,  New  York  1. 


CLASSIFICATION 

Zone 

Stores 

Reporting 

1  —  Northeast 

December 

1957 

January 

1958 

Total  Fall 
1957 

Total  Year 
1957 

*1.  Blouses  &  Shirts 

79 

12.2 

10.5 

11.3 

12.7 

2.  Sweaters 

79 

47.0 

26.6 

35.8 

28.8 

3.  Skirts 

79 

16.1 

18.0 

20.8 

19.2 

4.  Knit  Dresses 

65 

13.0 

23.2 

17.8 

16.2 

5.  Combined  Separates 

71 

.3 

2.4 

.4 

.3 

6.  Jumpers 

8 

.5 

.5 

1.0 

.9 

7.  Jackets 

79 

4.1 

4.5 

4.0 

3.2 

A.  Leather  &  Suede 

64 

1.7 

.5 

.9 

.6 

B.  Blazer 

63 

1.5 

.8 

1.3 

1.1 

C.  Outdoor  Active 

64 

.9 

3.2 

1.8 

1.5 

8.  Swimwear 

77 

.7 

4.7 

2.6 

6.7 

9.  Active  Playwear 

76 

6.6 

9.8 

6.9 

11.6 

10.  T-Shirts 

76 

.1 

.3 

.4 

1.4 

11.  Miscellaneous 

8 

1.5 

1.2 

.5 

.5 

*ln  thoM  ttoras  wh«r«  Hi*  blouse  department  is  a  separate  department  from  sportswear,  the  blouse  figures  submitted 
represent  only  match-mote  blouses,  hence  the  over-all  percentage  appears  low.  ^  , 

States:  Maine,  Vermont,  New  Hampshire,  Rhode  Island,  Connecticut,  Massachusetts, 

New  York,  New  Jersey,  Pennsylvania  and  Canada. 
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ClASSIFICATION 

Zone  2  — South  and  Southwest 

Stores  December  January 

Reporting  19S7  19S8 

Total  Fall 

1957 

Total  Year 

1957 

*1. 

Blouses  &  Shirts 

11 

21.5 

20.0 

20.9 

22.1 

2. 

Sweaters 

11 

34.8 

21.6 

31.6 

22.5 

3. 

Skirts 

11 

22.0 

24.9 

25.0 

21.5 

4. 

Knit  Dresses 

10 

2.5 

■  3.1 

1.8 

1.8 

5. 

Combined  Separates 

6 

3.5 

3.9 

2.3 

2.0 

6. 

Jumpers 

7. 

Jackets 

11 

4.6 

4.6 

4.9 

3.8 

A.  Leather  &  Suede 

B.  Blazer 

C.  Outdoor  Active 

8. 

Swimwear 

11 

.7 

1.7 

8.3 

9. 

Active  Playwear 

11 

8.8 

13.4 

8.6 

12.9 

10. 

T-Shirts 

10 

1.7 

2.2 

1.4 

2.7 

n. 

Miscellaneous 

9 

8.0 

.7 

*ln  those  stores  where  the  blouse  deportment  is  a 

separate  department  from  sportswear,  the  blouse  figures  submitted 

represent  only  match-mote  blouses. 

hence  the  over- 

all  percentage  appears  low. 

Insufficient  Sample. 

States:  Woshington,  D.  C.,  Virginia,  W. 

Virginia, 

North  Carolina,  South  Carolina,  Georgia,  Florida,  Texas,  Kentucky 

Tennessee,  Alabama,  Mississippi, 

Arkansas, 

Louisiana,  Oklahoma,  N.  Mexico,  Delaware,  Maryland,  Arizona. 

inwnmeiMiwvwenej^  y  ,09»vo».w«aerc.-oovot«eae<iftw,at;.ftcoaflaeeeeeee«.;oe»oeeeeat.y-v:-'V-xxooaeowetwoo>a6«aM06«aataaMMWwrwirmi 

Zone  3  - 

-  West  and  Midwest 

Stores  December 

January 

Total  Fall 

Total  Year 

CLASSIFICATION 

Reporting  1957 

1958 

1957 

1957 

*1. 

Blouses  &  Shirts 

33 

5.0 

8.8 

6.2 

7.9 

2. 

Sweaters 

36 

55.2 

42.1 

46.3 

30.0 

3. 

Skirts 

33 

20.4 

21.1 

25.8 

23.5 

4. 

Knit  Dresses 

31 

3.0 

5.1 

5.7 

3.6 

5. 

Combined  Separates 

29 

1.0 

1.7 

.7 

1.7 

6. 

Jumpers 

7. 

Jackets 

33 

5.1 

5.6 

8.3 

5.7 

A.  Leather  &  Suede 

28 

2.0 

2.2 

2.8 

2.3 

B.  Blazer 

19 

1.8 

1.2 

2.3 

1.2 

C.  Outdoor  Active 

29 

1.3 

2.2 

3.2 

2.2 

8. 

Swimwear 

33 

.5 

2.6 

1.2 

6.8 

9. 

Active  Playwear 

32 

8.2 

8.8 

3.0 

15.3 

10. 

T-Shirts 

32 

2.6 

1.9 

.6 

1.7 

11. 

Miscellaneous 

25 

3.1 

6.6 

2.2 

3.8 

*ln  those  stores  where  the  blouse  department  is  a 

separate  department  from  sportswear,  the  blouse  figures  submitted 

represent  only  match-mate  blouses. 

hence 

the  over- 

all  percentage  appears  low. 

Insufficient  sample. 

States:  Ohio,  Indiana,  Illinois,  Wisconsin,  Michigan,  Minnesota,  Missouri,  Iowa,  North  Dakota,  South  Dakota,  Nebraska,  Kan- 

sas,  Montana,  Colorado,  Utah,  Nevada. 

Zone  4  —  Pacific  Coast 

Stores  December 

January 

Total  Fall 

Total  Year 

CLASSIFICATION 

Reporting  1957 

1958 

1957 

1957 

*1. 

Blouses  &  Shirts 

19 

13.3 

10.4 

13.8 

14.6 

2. 

Sweaters 

21 

35.4 

30.1 

27.8 

24.4 

3. 

Skirts 

19 

15.1 

21.1 

19.2 

18.3 

4. 

Knit  Dresses 

19 

2.9 

3.9 

3.4 

4.0 

5. 

Combined  Separates 

19 

2.1 

5.0 

3.5 

4.2 

6. 

Jumpers 

. . . 

7. 

Jackets 

19 

19.5 

12.9 

14.9 

11.9 

A.  Leather  &  Suede 

12 

7.0 

2.4 

•  e  • 

.  .  . 

B.  Blazer 

10 

e  e  e 

6.4 

4.9 

C.  Outdoor  Active 

19 

12.5 

10.5 

8.5 

7.0 

8. 

Swimwear 

19 

e  e  e 

e  e  e 

2.6 

4.8 

9. 

Active  Playwear 

19 

11.7 

15.8 

14.8 

17.8 

10. 

T-Shirts 

9 

3.7 

5.0 

2.4 

3.3 

11. 

Miscellaneous 

... 

... 

... 

... 

... 

*ln  those  stores  where  the  blouse  department  is  a 

separate  department  from  sportswear,  the  blouse  figures  submitted 

represent  only  match-mate  blouses. 

hence  the  over' 

■all  percentage  appears  low. 

InsufRcient  Sample. 

States:  Calffomki,  Oregon,  Washington. 

mm 
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NRMA  OFFICERS  AND  DIRECTORS 


President 

*GEORGE  W.  DOWDY 
Belk  Brothers  Company 
Charlotte,  N.  C. 

Vice  President,  Zone  1 
WILLIAM  L.  WRIGHT 

Abernethy  Clarkson  Wright,  Inc.  .  .  .  Burlington,  Vt. 

Vice  President,  Zone  2 
*RICHARD  C.  BOND 

John  Wanomoker  Philadelphia  .  .  .  Philadelphia,  Pa. 

Vice  President,  Zone  3 
*JAMES  E.  McGREGOR 

Cohen  Brothers . Jacksonville,  Fla. 

Vice  President,  Zone  4 
ISIDORE  NEWAAAN,  II 

Moison  Blanche  Company  ....  New  Orleans,  La. 
Vice  President,  Zone  5 
*WILLIAM  B.  McKELVEY 

The  G.  M.  McKelvey  Company  .  .  Youngstown,  Ohio 


Chairman  of  the  Executive  Committee 
♦ALFRED  C.  THOMPSON 
Miller  &  Rhoads,  Inc. 

Richmand,  Va. 

Vice  President,  Zone  6 
•NATHAN  J.  GOLD 

Gold  &  Co . Lincoln,  Neb. 

Vice  President,  Zone  7 

CLARK  E.  SIMON 

Coles  Department  Store . Billings,  Mont. 

Vice  President,  Zone  8 

FRANK  J.  JOHNS 

The  Denver  Dry  Goods  Co . Denver,  Colo. 

Vice  President,  Zone  9 
•GEORGE  A.  scon 

Walker  Scott  Company . San  Diego,  Calif. 

Executive  Vice  President  &  Treasurer 
J.  GORDON  DAKINS 


•WILLIAM  B.  ANDERSON 
The  Anderson-Newcomb  Co. 
Huntington,  W.  Va. 

CLARENCE  A.  BARTLETT 
A.  G.  Pollard  Co. 

Lowell,  Mass. 

H.  H.  BENNEn 

Zions  Cooperative  Mercantile 

Institution,  Salt  Lake  City,  Utah 

•REGINALD  H.  BIGGS 
The  Emporium  Capwell  Company 
San  Francisco,  Calif. 

C.  RICHARD  BUKE 
Callender,  McAuslan  and  Troup 
Co.,  Providence,  R.  I. 

DAVID  BLUTHENTHAL 
Gus  Blass  Co. 

Little  Rock,  Ark. 

NORRIS  B.  BRISCO 
Ed.  Schuster  &  Co.,  Inc. 
Milwaukee,  Wis. 

RAYMOND  H.  BULTE 
Stix,  Baer  &  Fuller 
St.  Louis,  Mo. 

W.  H.  BURKE 

The  C.  C.  Anderson  Co. 

Boise,  Idaho 

DANN  C.  BYCK 

Byck  Bros.  Company,  Inc. 

Louisville,  Ky. 

DANIEL  W.  CAMPBELL 
Thomas  Kilpatrick  &  Co. 

Omaha,  Neb. 

PHIL  N.  COHAN 
Braunstein's,  Inc. 

Wilmington,  Del. 

J.  D.  COLLISTER 
Kistler-Collister 
Albuquerque,  N.  Mex. 

•GEORGE  D.  DAYTON 
The  Dayton  Company 
Minneapolis,  Minn. 

H.  GLENN  DUIS 

The  Marting  Brothers  Company 

Portsmouth,  Ohio 

RAYMOND  DUPUIS,  Q.  C. 

Dupuis  Freres,  Limitee 
Montreal,  Canada 
•S.  EINSTEIN 
G.  Fox  &  Co.,  Inc. 

Hartford,  Conn. 


DAVID  J.  ELLISON 
Keith  O'Brien,  Inc. 

Salt  Lake  City,  Utah 

DAVID  A.  FALK 

O.  Falk's 
Tampa,  Fla. 

RICHARD  S.  FRANK 

Meier  &  Frank  Company,  Inc. 

Portland,  Ore. 

HUGH  FRASER 
House  of  Fraser,  Ltd. 

Glasgow,  Scotland 

OAKLEY  FROST 
Ellis  Stane 
Greensboro,  N.  C. 

JAMES  A.  GLOIN 

L.  S.  Ayres  and  Company 

Indianapolis,  Ind. 

JOEL  GOLDBLAH 
Goldblatt  Bros.,  Inc. 

Chicago,  III. 

ROBERT  W.  GOLDWATER 

Goldwaters 

Phoenix,  Ariz. 

MORRIS  GUBERMAN 
Kaufman's 

Colorado  Springs,  Colo. 

EDWARD  GUDEMAN 
Sears,  Roebuck  and  Co. 
Chicago,  III. 

P.  GUERRIERI 
Kresge-Newark,  Inc. 

Newark,  N.  J. 

PAUL  A.  GUTHRIE 
Ivey-Keith  Company 
Greenville,  S.  C. 

ROBERT  K.  HERBST 
Herbst  Department  Store 
Fargo,  N.  Dak. 

F.  WEB  HILL 

The  Web  Hill  Company 

Rapid  City,  S.  Dak. 

WALDEN  P.  HOBBS 
Consolidated  Dry  Goods  Co. 
Springfield,  Mass. 

•A.  W.  HUGHES 
J.  C.  Penney  Company,  Inc. 
New  York,  N.  Y. 

ARTHUR  E.  JONES 
The  Liberty  House 
Honolulu,  Hawaii 


ERICH  KASTNER 
Kastner  &  Ohier 
Graz,  Austria 
SOL  KANN 
S.  Kann  Sons  Co. 

Washington,  D.  C. 

GEORGE  H.  KIMBALL 
George  H.  Kimball,  Inc. 
Portsmouth,  N.  H. 

JOHN  S.  LEONARD 
D.  W.  Adams  Company 
Augusta,  Maine 

LAURENCE  E.  MALLINCKRODT 
Scruggs-Vandervoort-Barney  Inc. 
St.  Louis,  Mo. 

R.  B.  MALSIN 
Lane  Bryant,  Inc. 

New  York,  N.  Y. 

HARRY  M.  MARGULES 
Gimbel  Brothers 
Pittsburgh,  Pa. 

•WADE  G.  McCARGO 
McCargo-Baldwin  Co. 

Richmond,  Va. 

MALCOLM  P.  McNAIR 
Harvard  University 
Boston,  Mass. 

SAM  P.  McRAE 

S.  P.  McRae  Company,  Inc. 
Jackson,  Miss. 

J.  JEFFERSON  MILLER 
The  Hecht  Co. 

Baltimore,  Md. 

EDWARD  R.  MinON 
Jordan  Marsh  Company 
Boston,  Mass. 

RICHARD  L.  MOORE,  Jr. 

Lovemans,  Inc. 

Chattanooga,  Tenn. 

•BENJAMIN  H.  NAMM 
Namm  Loeser's,  Inc. 

New  York,  N.  Y. 

JEROME  M.  NEY 

Boston  Store  Dry  Goods  Company 
Fort  Smith,  Ark. 

GEORGE  A.  OLDHAM 
Pegues-Wright  Co. 

Hutchinson,  Kan. 

GEORGE  A.  PALMER,  Jr. 

Joseph  Horne  Co. 

Pittsburgh,  Pa. 


•RICHARD  H.  RICH 
Rich's,  Inc. 

Atlanta,  Ga. 

MAX  ROBB 

City  Stores  Company 

New  York,  N.  Y. 

R.  J.  RONZONE 
Ronzone's  of  Las  Vegas,  Inc. 
Las  Vegas,  Nev. 

H.  X.  SALZBERGER 
Sanger  Brothers 
Dallas,  Tex. 

FRED  G.  SCHOECK 
The  Wurzburg  Company 
Grand  Rapids,  Mich. 

RONALD  S.  SCHOFIELD 
Schofield's,  Ltd. 

Leeds,  England 
•JAMES  S.  SCHRAMM 
J.  S.  Schramm  Company 
Burlington,  Iowa 
NEIL  SMITH 
Roth  Bros.  Co. 

Superior,  Wis. 

PETER  J.  STELLING 
J.  P.  Allen  &  Co. 

Atlanta,  Ga. 

JOHN  L.  STRAUSS 

The  L.  Hammel  Dry  Goods  Co. 

Mobile,  Ala. 

WILLIAM  S.  STREET 
Frederick  &  Nelson 
Seattle,  Wash. 

•PHILIP  M.  TALBOn 
Woodward  &  Lothrop,  Inc. 
Washington,  D.  C. 

JAMES  F.  TOBIN 
Wieboldt  Stores,  Inc. 

Evanston,  III. 

A.  H.  TOLLEY 

The  Myer  Emporium,  Ltd. 

Melbourne,  Australia 

JULIAN  N.  TRIVERS 
Davison-Paxon  Co. 

Atlanta,  Ga. 

PHIL  J.  TROY 
The  Golden  Rule 
St.  Paul,  Minn. 

GARY  Y.  VANDEVER 

The  Vandever  Company,  Inc. 

Tulsa,  Okla 

•Executive  CommiHee 
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GEORGE  W.  DOWDY 


ALFRED  C.  THOMPSON 


““Top  Management  of 

The  policies  of  the  NRMA  are  created  by  80  directors 
elected  by  the  membership.  They  control  and  supervise 
all  Association  activities  in  accordance  with  objectives  ex¬ 
plicitly  stated  in  the  NRMA  by-laws.  In  summary,  these 
objectives  are  (1)  to  achieve  maximum  efficiency  in  retail 
operations,  through  research,  development  and  exchange 
of  information,  and  (2)  to  give  maximum  service  to  soci¬ 
ety,  by  constant  improvement  in  the  use  of  distributive 
facilities. 

The  board  is  comp>osed  of  51  state  directors,  18  directors- 
at-large,  the  president  and  chairman  of  the  executive  com¬ 
mittee,  the  three  former  chief  executive  officers  whose 
terms  of  office  as  directors  have  expired  nearest  the  time 
of  annual  elections,  and  the  chairmen  of  the  groups  and 
divisions  of  the  Association.  They  are  elected  by  the  gen¬ 
eral  membership  at  the  annual  convention  which  is  held 
every  January— except  for  the  president  and  chairman  of 
the  executive  committee,  who  are  elected  by  the  board. 

Each  director  serves  for  three  years;  but  all  terms  do 
not  expire  at  one  time. 

The  geographical  composition  of  the  board  of  directors 
also  carries  into  the  selection  of  the  vice  presidents,  who 
{Continued  on  page  71) 
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(Continued  from  page  69) 
are  chosen  by  the  board  from  its  mem¬ 
bership  and  each  of  whom  represents 
one  of  the  nine  zones  into  which  the 
country  has  been  divided  for  this 
purpose. 

The  board  meets  regularly  four 
times  a  year— January,  April,  June  and 
October— and  holds  additional  meet¬ 
ings  if  the  president  calls  for  them.  In 
recent  years,  the  first  three  of  the  regu¬ 
lar  meetings  have  been  held  in  New 
York  City,  Association  headquarters; 
the  fourth,  in  October,  has  been  held 
in  another  city,  a  different  one  having 
been  chosen  from  year  to  year.  The 
October  meetings  have  taken  the  form 
of  retail  clinics,  at  which  appraisals  of 
recent  developments  and  recommen¬ 
dations  for  the  future  were  discussed 
by  top  management. 

In  order  to  establish  policy  and  pro¬ 
cedure  that  truly  reflects  the  retail 
trade,  the  board  will  authorize  refer- 
endums  on  certain  matters  that  come 
(Continued  on  next  page) 
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The  Month  in  Retaiiing 

(Continued  from  page  13) 

center,  on  which  construction  begins 
this  month,  is  the  second  building  in 
a  regional  warehouse  system  on  which 
Ward’s  expects  to  spend  $50  million 
in  the  next  four  years.  Twelve  new 
warehouses  are  to  be  built  at  strategic 
locations.  The  first,  a  building  of 
598,000  square  feet  in  Detroit,  will  be 
completed  next  month. 

Construction  will  begin  early  this 
summer  on  the  substantial  enlarge¬ 
ment  of  Jordan  Marsh,  Miami.  Two 
floors  are  to  be  added  to  the  three- 
story  building,  opened  two  years  ago. 
The  present  246,000  square  feet  will 
be  increased  to  380,000.  James  H. 
Reedy,  Allied  Stores  vice  president  for 
the  southern  U.  S.,  said  the  store  has 
“operated  at  full  plant  capacity  since 
the  day  we  opened,”  and  that  the  ex¬ 
pansion  plan  is  evidence  of  Allied’s 
confidence  in  the  continued  growth  of 
the  Florida  area. 

Stix,  Baer  &  Fuller’s  plan  to  build 
a  second  suburban  branch  is  going 
ahead  as  scheduled,  according  to  the 
firm’s  annual  report  to  stockholders. 

J.  W.  Robinson  Co.’s  new  store  in 
Pasadena  opens  this  month,  an  invest¬ 
ment  of  $7  million. 

Sears,  Roebuck’s  new  stores  sched¬ 
uled  for  this  year  number  28,  and 
Fowler  B.  McConnell  recently  em¬ 
phasized  that  the  company  plans  no 
cutback  in  its  capital  spending  pro¬ 
gram.  Sears  expects  to  spend  $50  mil¬ 
lion  on  expansion  and  improvement 
this  year. 

Goldblatt  Bros,  announced  that  con¬ 
struction  will  begin  soon  on  its  24th 
store,  in  the  Hillcrest  Shopping  Cen¬ 
ter,  Joliet,  111.  Three  others  are  to  be 
opened  within  the  year. 

New  Merchandising  Directors.  Eleven 
new  directors  have  been  elected  to  the 
board  of  the  NRMA  Merchandising 
Division,  of  which  David  Bluthenthal, 
vice  president  of  the  Gus  Blass  Co., 
Little  R(Kk,  is  chairman.  They  are: 

R.  K.  Einstein,  vice  president,  pub¬ 
lic  relations  manager  and  publicity 
director,  J.  L.  Brandeis  &  Sons,  Inc., 
Omaha,  Nebr,;  Ralph  T.  Friedmann, 
Jr.,  general  merchandise  manager,  Ed. 
Schuster  &  Co.,  Inc.,  Milwaukee,  Wise.; 
Roger  Frome,  assistant  to  the  presi¬ 
dent,  Stone  8c  Thomas,  Wheeling,  W. 


^  Good  Planning  Paid  Off 


Good  planning  all  around  made  the  Trim-a-Tree  and  card  shop 
a  huge  success  at  Famous-Barr’s  Clayton  branch  last  Christmas. 
Chicago  Printed  String  and  other  resources  suggested  plans,  sub¬ 
mitted  blueprints.  Store  carpenters  built  fixtures,  which  can  be  re¬ 
used  from  year  to  year. 

Layout  expedited  self-service  traffic.  Gravity  feeds  kept  ribbon 
roll  displays  neat  and  well  filled;  cutter  boxes  at  bottom  level  were 
picked  up  by  customers  themselves  (somewhat  to  everyone’s  sur¬ 
prise),  thus  disproving  the  common  belief  that  bottom  shelves  are 
strictly  for  service  and  reserve  stock. 

Department  opened  first  Monday  in  November;  featured  trees 
up  to  $250  in  price,  boxed  cards,  wrappings,  ribbons,  etc.  Two 
cashiers  and  two  stock  girls  handled  volume  much  above  previous 
year’s.  Location:  in  furniture  department  space,  outside  restaurant 
entrance. 
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Va.;  Donald  W.  Hayden,  general  mer¬ 
chandise  manager,  Loveman’s,  Chat¬ 
tanooga,  Tenn.;  W.  C.  Miller,  vice 
president.  The  Higbee  Company, 
Cleveland,  Ohio;  Harold  S.  Natkin, 
vice  president-general  manager.  Lit 
Brothers,  Philadelphia,  Pa. 

Paul  Ransford,  vice  president-gen¬ 
eral  merchandise  manager,  Cleland- 
Simpson  Co.,  Scranton,  Pa.;  Walter 
Rothschild,  Jr.,  general  merchandise 
manager,  Abraham  &  Straus,  Brooklyn, 
N.  Y.;  Ralph  H.  Straub,  vice  presi¬ 
dent-general  merchandise  manager, 
Stix,  Baer  &  Fuller,  St.  Louis,  Mo.; 
Stanley  J.  Winkelman,  merchandise 
manager,  Winkelman  Brothers  Appar¬ 
el,  Inc.,  Detroit,  Mich.;  Robert  G. 
Wright,  general  merchandise  mana¬ 
ger,  McCurdy  &  Company,  Rochester. 

New  CMD  Officers.  New  officers  of  the 
Credit  Management  Division,  elected 
at  the  convention  held  in  Philadel¬ 
phia  last  month,  are: 

Robert  M.  Grinager,  J.  L.  Hudson 
Co.,  chairman;  Charles  F.  Naumann, 
Lansburgh’s,  first  vice  chairman;  Car- 
roll  D.  Whisler,  Mabley  &  Carew,  sec¬ 


ond  vice  chairman;  Dean  Ashby,  The 
Fair,  Fort  Worth,  third  vice  chair¬ 
man,  and  S.  C.  Patterson,  J.  C.  Penney 
Co.,  secretary-treasurer. 

Fight  Furniture  Freight  Rise.  To  help 
the  NRMA  fight  against  proposed  in¬ 
creases  in  freight  rates  on  less-carload 
shipments  of  furniture,  the  Traffic 
Group  has  urged  members  to  register 
their  opposition,  either  personally  or 
through  written  statements  and  exhib¬ 
its,  at  the  hearings  of  the  Uniform 
Classification  Committee  to  be  held  in 
New  York  on  May  12th  at  One  Park 
Avenue,  and  in  Atlanta  on  May  20th 
at  Office  1015,  101  Marietta  Street.  (A 
hearing  was  also  held  in  Chicago  on 
May  5th.)  Applications  for  admission 
to  the  hearings  should  be  addressed  to: 
W.  S.  Flint,  Chairman,  Official  Classi¬ 
fication  Committee,  One  Park  Avenue, 
New  York  16,  and  A.  H.  Carson, 
Southern  Classification  Committee, 
101  Marietta  Street,  Atlanta  3. 

The  increases  sought  by  the  rail¬ 
roads  for  furniture  range  from  17  to 
100  per  cent  and  cover  practically  all 
furniture  items. 


Use  Shamrocks 


No.  14  OH 
Dress  Hamper 


transport 

merchandise 


Safelv  aii<l 

Et  licieiitl 


EASY  TO  LOAD— Garments  hang  on  easy- 
to-reach  hanger  bar. 

PACKS  BETTER-Wide  “V”  opening  gives 
easy  access  to  complete  interior. 
OPENING  SEALED— By  flap  and  locked 
with  chain.  Other  type  closures  can  be 
furnished. 

EASY  ROLLING— Rubber  casters. 


GARMENTS  STAY  PUT-Rubber  strip  in 
hamper  lid  holds  hangers  firmly  in  place. 

Size:  48x24x60"  interior,  or  48x24x54". 
Grey  Vyntex  (Plastic)  Duck  covering. 
Extras:  White  or  colored  duck  instead  of 
Vyntex.  Rubber  strip  bumper  around  top, 
bottom,  or  both.  Rubber  bumpers  on  four 
bottom  corners. 


Th*M  Iwading  storws  now  uso  Shamrock  products: 

L.  S.  AYRES  CO.,  Indianapolis  •  LABICHE’S,  INC.,  New  Orleans  •  A.  HARRIS  &  CO.,  Dallas 
STRAWBRIDGE  &  CLOTHIER,  Philadelphia  •  DENVER  DRY  GOODS  CO.,  Denver 
MILLER  &  RHOADS  CO.,  Richmond  •  THE  HECHT  CO.,  Washington,  D.  C. 


For  complete  facts  |%/g  ^  ^  Office  &  Plant 

and  prices,  write .. .  Madison,  Indiana 


Small  Store  Management.  The  top 

management  seminar  for  smaller 
stores,  sfionsored  by  the  Smaller  Stores 
Division  and  conducted  by  the  New 
York  University  School  of  Retailing, 
will  be  held  from  June  10th  to  June 
12th  at  the  University.  Bankers,  man¬ 
agement  experts,  tax  specialists  and 
members  of  the  New  York  University 
faculty  will  be  the  lecturers.  Registra¬ 
tion  is  limited  to  50.  Details  and  ap¬ 
plication  blanks  may  be  had  from  the 
Smaller  Stores  Division. 

Smaller  Stores  Meet  June  9th.  Work¬ 
ing  Capital  Problems  of  Smaller  Stores 
will  be  the  lead-off  topic  when  the 
Smaller  Stores  Division  meets  for  its 
annual  one-day  conference,  on  June 
9th  at  the  Hotel  Statler,  New  York. 
The  speaker  on  this  subject  will  be 
James  M.  Jutte,  vice  president,  E.  H. 
Scull  Co.,  New  York. 

Other  speakers  at  the  session,  which 
begins  at  2:30  P.  M.,  will  be  Milton 
Bogen,  C.  P.  A.,  on  Merchandising 
Controls  and  Planning  for  Profits;  and 
Harvey  Webber,  president.  The  Smart 
Shop,  Sidney,  Nova  Scotia,  on  Effec¬ 
tive  Sales  Promotion  for  Smaller 
Stores.  Mr.  Webber  has  an  unusual 
and  dramatic  success  story  to  tell  on 
this  theme.  The  session  will  end  with 
a  question  period,  covering  all  phases 
of  small  store  ofjeration.  Joe  Feller, 
president  of  Joe  Feller,  Ltd.,  Ottawa, 
and  vice  chairman  of  the  Smaller 
Stores  Division,  will  preside. 

At  the  evening  meeting,  a  dinner 
session  starting  at  6:30  P.  M.,  Glamour 
Magazine  will  stage  a  fashion  show 
and  Glamour’s  editor,  Mrs.  Katherine 
Aston  Casey,  will  be  the  commentator. 
Her  theme  is  “How  to  Sell  Fashion 
This  Fall,”  and  the  presentation  will 
be  like  the  one  that  was  such  a  suc¬ 
cess  at  last  year’s  meeting.  Anne  Starr, 
president  of  Anne  Starr,  Inc.,  Quincy, 
Mass.,  will  be  chairman  of  the  session. 

Stock  Shortage  Manual.  The  Control¬ 
lers’  Congress  has  just  published  a  re¬ 
vised  edition  of  the  Stock  Shortage 
Control  Manual.  It  covers  all  the  ac¬ 
tivities  related  to  inventory  control, 
in  small  and  large  stores.  A  check-list 
arrangement  of  contents  simplifies  ref¬ 
erence  to  specific  details,  and  the  tabu¬ 
lar  form  of  presentation  makes  easy 
reading.  (Price:  NRMA  members, 
$3.50;  non-members  17.00.) 
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Copy  Workshop.  The  tenth  annual 
retail  copy  workshop  of  the  Sales  Pro¬ 
motion  Division  and  the  New  York 
University  School  of  Retailing  is  sched¬ 
uled  for  June  2nd  to  6th  at  the  Uni¬ 
versity.  Past  workshops  have  been 
oversubscribed.  Stores  should  write 
promptly  to  the  Sales  Promotion  Di¬ 
vision  for  registration  details  and  ap¬ 
plication  blanks. 


Training  in  Management  Skills 


The  Management  Development 
WorkshoDs  to  be  presented  bv  the 


Careers  Material.  College  placement 
offices  last  month  received  the  first  of 
a  series  of  seven  Fact  Sheets  describing 
career  opportunities  in  retailing.  This 
first  one  is  entitled,  “Retailing— 
America’s  Number  One  Career  Oppor¬ 
tunity  Industry.”  Subsequent  Fact 
Sheets  will  explore  career  opportuni¬ 
ties  in  specific  fields:  merchandising, 
sales  promotion,  store  operations,  per¬ 
sonnel,  control  and  selling. 

The  Fact  Sheets  can  be  used  by  re¬ 
tailers  as  give-aways  to  students.  Each 
one  is  a  four-page  folder  designed  to 
be  inserted  easily  in  a  notebook. 
They  can  be  bought  from  the  NRMA 
Careers  in  Retailing  Committee  at 
$2.50  per  100. 


I  Workshops  to  be  presented  by  the 
Store  Management  and  Personnel 
Groups  June  16th- 19th  are  for  all  re¬ 
tail  executives  who  want  to  sharpen 
their  management  skills.  They  will  be 
held  at  Harvard,  in  cooperation  with 
the  Harvard  Graduate  School  of  Busi¬ 
ness  Administration. 

These  Workshops,  now  in  their 
fourth  year,  are  unique  among  execu¬ 
tive  development  conferences  because 
they  are  specifically  for  retail  needs. 
The  finely-developjed  case-method  ap¬ 
proach  which  is  now  an  established 
feature  of  the  conferences  works  this 


Each  delegate  is  provided  in  advance 
with  seven  written  case  studies,  either 
in  management  or  personnel  prob¬ 
lems,  based  on  realistic  store  situa¬ 
tions.  Before  he  comes  to  the  Work¬ 
shop  he  studies  these  cases  thoroughly, 
defines  the  problem,  analyzes  the  facts 
and  decides  on  the  course  of  action 
that  should  be  taken.  At  the  Work¬ 


shop  he  presents  his  views  and  dis¬ 
cusses  them  in  a  small  conference 
group  made  up  of  delegates  from 
stores  of  comparable  size.  In  each 
Workshop  four  sessions  will  be  devot¬ 
ed  to  these  case  studies. 

In  the  Management  Workshop, 
they  will  include  problems  that  in¬ 
volve  p)erformance  standards  and  op>- 
erating  exp)ense;  money  management; 
customer  services,  and  questions  of 
executive  authority  and  responsibility 
in  controversial  situations.  Among  the 
Personnel  Workshop  cases  will  be 
problems  that  concern  the  recruiting 
and  development  of  young  executives; 
the  handling  of  the  older  worker,  and 
the  maintenance  of  effective  supjervis- 
ory  standards. 

Conference  leaders  will  be  William 
H.  Bedell,  director  of  pjersonnel  and 
industrial  relations,  Stix,  Baer  &  Ful¬ 
ler;  J.  Kenneth  Bennett,  store  mana¬ 
ger,  R.  H.  Stearns  Company;  William 
C.  Berwick,  multiple  store  opierat- 
ing  manager,  Broadway  Department 


AMERICAN  RECIPROCAL  INSURERS 


Preferred  Risk  Fire  Insurance  Since  1881 


The  Associated  Reciprocal  Exchanges,  long  the  foremost  insurer  of  preferred  risks  in 
the  field  of  retail  enterprise,  have  merged  the  several  units  comprising  that  group  into  a 
single  entity  known  as  American  Reciprocal  Insurers.  Lower  than  average  rates,  broader 
forms  of  coverage,  professional  engineering  and  loss  prevention  service  and  prompt,  equit¬ 
able  loss  adjustments  are  provided  for  those  concerns  who  are  eligible. 


Write  for  the  Brochure:  "Savings  With  Safety" 


AMERICAN  RECIPROCAL  INSURERS 

Management 

Reciprocal  Managers,  Inc. 

2  PARK  AVENUE  NEW  YORK  16,  N.  Y. 

Schuyler  Merritt  II,  Chairman  &  President 
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iMosf  Happy  Anniversary/ 

The 

Buyers  Manual 

The  Handbook  of  the  Retail  Industry 

Published  May  h  1957 
May  I,  1958  —  6,000  Copies 


Experts  in  retailing  give  you  the  essence  of  their  experience  in 
41  chapters,  totaling  448  jam-packed  pages,  of  tremendous  daily 
help  to  everybody  in  retailing  —  store  head  —  merchandise  mana¬ 
ger  —  experienced  buyer  —  new  buyer  —  assistant  buyer  —  trainee 
—  personnel  head  —  college  professor  —  student  —  and  vendors,  too! 

Gordon  L  Mallonee,  vice  president,  Miller  &  Rhoads,  Richmond,  Va., 
and  vice  chairman,  NRMA  Merchandising  Division,  says: 

“This  book  has  always  been  a  wonderful  reference  book,  but 
looking  at  the  subjects  incorporated  in  the  new  edition,  we 
feel  strongly  that  it  lends  itself  as  a  great  source  of  informa¬ 
tion  for  training  our  people." 


j  AAerchandising  Division  (Please  Print) 

I  National  Retail  AAerchants  Association 
]  100  West  31st  St.,  New  York  1,  N.  Y. 

]  Gentlemen: 

I  Please  send  me . copies  of  THE  BUYER'S  AAANUAL.  (Member 

I  price:  $4.75;  non-member  price:  $10.00— plus  16c  for  postage.) 

I  Bill  us .  Check  enclosed . 

J  NAME  .  STORE  . 

j  ADDRESS  . 

I  CITY . STATE . 

I  Mak*  check*  payable  to  NRAAA.  Please  add  3%  tale*  tax  if  delivered  in  New  York  City. 


Stores;  Norris  B.  Brisco,  general  oper- 
a  live  manager,  Ed.  Schuster  &  Com¬ 
pany;  Milton  P.  Brown,  associate  pro¬ 
fessor  of  business  administration.  Har¬ 
vard  Business  School;  Carolyn  Ely,  di¬ 
rector  of  training  and  executive  devel¬ 
opment,  Filene’s;  Sam  Flanel,  gen¬ 
eral  manager.  Controllers’  Congress, 
NRM.\;  Dorothy  H.  Foster,  personnel 
director.  Woodward  &  Lothrop;  Wil¬ 
liam  Gold  II,  president.  Gold’s  of 
Nebraska;  Dorothea  E.  Higgins,  per¬ 
sonnel  director,  Wm.  Hengerer  Com¬ 
pany;  Read  Jenkins,  executive  vice 
president.  The  J.  L.  Hudson  Com¬ 
pany;  Ray  A.  Killian,  personnel  direc- 
,  tor,  Belk  Brothers  Co.;  Kenneth  P. 
Mages,  partner.  Touche,  Niven,  Bailey 
&  Smart;  Irvin  L.  Malcolm,  employee 
relations  director.  The  J.  L.  Hudson 
Company;  Thomas  Mayers,  store  man¬ 
ager,  Bloomingdale’s-Stamford;  John 
J.  McGrath,  head  of  education  and 
communications  division,  J.  C.  Pen¬ 
ney  Co.;  Malcolm  P.  McNair,  Lincoln 
Filene  Professor  of  Retailing,  Harvard 
University;  John  K.  Menzies,  superin¬ 
tendent,  E.  W.  Edwards  &  Son;  John  P. 
Morrissey,  personnel  director.  Peck  & 
Peck;  Raymond  M.  Munsch,  vice  presi¬ 
dent  and  operating  manager.  Miller  & 
Rhoads;  George  A.  Palmer,  Jr.,  per¬ 
sonnel  director,  Joseph  Horne  &  Com¬ 
pany;  William  F.  Randolph,  general 
superintendent.  The  J.  L.  Hudson 
Company;  William  M.  Smith,  presi¬ 
dent,  Luckey  Platt  &  Company,  and 
Frank  J.  Waldenfels,  management 
consultant. 

Besides  the  case  study  program,  each 
Workshop  will  have  two  problem-solv¬ 
ing  sessions  devoted  to  important  cur¬ 
rent  questions.  The  Management 
Workshop  will  have  a  session  on  store 
organization  and  the  various  recent 
proposals  for  changing  its  commonly 
accepted  forms.  The  speaker  will  be 
Read  Jenkins,  executive  vice  president 
of  the  J.  L.  Hudson  Co.  The  second 
management  session  will  be  on  mer¬ 
chandise  management  accounting,  and 
the  opportunity  it  offers  for  operating 
and  merchandising  divisions  to  arrive 
at  more  accurate  cost  findings  and 
more  intelligent  pricing.  The  speaker 
will  be  Malcolm  P.  McNair,  Lincoln 
Filene  Professor  of  Retailing  at  Har¬ 
vard. 

In  the  Personriel  Workshop  the 
problem-solving  sessions  will  be  on  (1) 
employee  attitudes  and  motivation. 
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and  (2)  methods  of  improving  em¬ 
ployee  production.  The  speaker  at  the 
first  session  will  be  Dr.  Donald  C.  Pelz, 
of  the  Institute  for  Social  Research, 
University  of  Michigan;  and  the  speak¬ 
er  at  the  second  session  will  be  Frank 
J.  Waldenfels,  management  consult¬ 
ant,  who  was  formerly  director  of  per¬ 
sonnel  planning  and  development  for 
the  J.  C.  Penney  Co.  After  each  speak¬ 
er  at  a  problem-solving  session  finishes 
his  presentation,  the  session  will  break 
up  into  small  conference  groups  to 
exchange  opinions  and  come  to  con- 
dusions. 

Another  new  feature  of  this  year’s 
Workshops  will  be  an  evening  of  in¬ 
formal  round  table  discussions.  Each 
delegate  will  select  the  one  of  greatest 
interest  to  him.  The  management 
topics  will  be:  Protection  and  In¬ 
ventory  Shortages:  Workroom  Opera¬ 
tions;  Sales  Management  on  the  Sell¬ 


ing  Floor;  Receiving,  Marking  and 
Materials  Handling;  and  Branch  Store 
Ojjerations.  Personnel  delegates  may 
take  their  choice  of  these  topics:  Sup¬ 
plemental  (Non-Wage)  Benefits;  Jun¬ 
ior  Executive  Recruiting  and  Develop¬ 
ment:  Merit  Rating  and  Performance 
Reviews;  Employee  Staffing  and  Sched¬ 
uling,  and  Safety  through  Accident 
Prevention. 

The  experience  of  the  Store  Manage¬ 
ment  and  Personnel  Groups  has  been 
that  the  Workshops  are  attended  by  all 
types  of  store  executives— store  princi¬ 
pals  and  merchandisers  and  control¬ 
lers  as  well  as  operating  and  personnel 
executives.  Attendance  is  limited, 
however,  to  those  who  have  executive 
and  supervisory  responsibility;  the 
Workshops  are  not  intended  for  junior 
supervisors  or  trainees.  Numbers  are 
limited,  too;  only  200  registrations 
can  be  accepted. 


Controllers'  Storewlde  Concerns 


The  Controllers’  Congress  conven¬ 
tion  in  Kansas  City,  Mo.,  at  the 
Hotel  Muehlebach,  starts  with  a  recep¬ 
tion  for  delegates  on  Sunday  evening. 
May  25th.  Here  is  a  session-by-session 
look  at  the  program  which  gets  under 
way  the  following  day: 

Monday  morning.  May  26th:  The  first 
session  is  devoted  to  tax  questions,  the 
feature  address  being  Why  Pay  More 
Taxes  Than  You  Have  To?  by  Benja¬ 
min  M.  Parker,  chairman,  NRMA 
Taxation  Committee. 

Monday  afternoon,  May  26th:  Closely 
tied  to  current  business  conditions  are 
two  credit  management  topics:  Credit 
Plans  for  Today’s  Customer  Needs,  by 
Raymond  H.  Bulte,  Stix,  Baer  &  Ful¬ 
ler,  chairman,  NRMA  Credit  Manage¬ 
ment  Division.  .  .  Improving  Credit 
Sales  Promotion  and  Collections,  by 
Howard  Chilton,  Fort  Worth  Credit 
Bureau  . . .  The  session  winds  up  with 
a  discussion  of  TopNotch  and  Eco¬ 
nomical  Employee  Benefit  Programs, 
by  a  three-man  panel. 

Tuesday  morning.  May  27th:  First 
there  are  two  “early  bird”  sessions, 
informal  meetings  that  begin  at  8:00 
A.  M.  One  is  for  smaller  stores,  on 
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general  operating  problems;  one  for 
larger  stores  on  delivery  operations. 

The  full  convention  session  on 
Tuesday  morning  will  be  devoted  to 
the  topic.  Is  Electronics  Practical  for 
Retailing?  Speakers  will  be  Glen 
Charple,  W.  T.  Grant  &  Co.;  C.  Rob¬ 
ert  McBrier,  Woodward  &  Lxjthrop, 
and  Ralph  Eidem,  Ernst  &  Ernst. 

Tuesday  afternoon.  May  27th:  A  thor¬ 
ough  discussion  of  unit  control  will 
be  presented.  It  is  based  on  a  survey 
of  86  stores  of  various  sizes  and  types, 
and  the  audience  will  be  able  to  ex¬ 
amine  forms  actually  in  use  for  differ¬ 
ent  merchandise  lines  and  depart¬ 
ments.  All  the  aspects  of  unit  control 
will  be  studied,  including  the  problem 
of  coordination  when  branches  are  in¬ 
volved.  Speakers  will  be  Emerson 
Tolle,  J.  C.  Penney  Co.;  John  P. 
Keane,  Carson  Pirie  Scott  Co.;  Claude 
R.  Gaines,  J.  Regenstein  Co.,  and  C. 
F.  Undner,  Ed.  Schuster  8c  Co. 

The  second  half  of  this  session  will 
be  on  Sound  Inventory  Control  and 
its  relationship  to  sales  and  profits. 
This  discussion  will  be  closely  related 
to  today’s  economic  conditions.  Sp>eak- 
ers  will  be  Irving  Wiggs,  Geo.  B.  Peck 
Co.,  Kansas  City,  and  Thomas  F. 
Wands,  Sears,  Roebuck  8c  Co. 


UjliiL 


IT  CAN  BE 

DONE// 

WITH  UNITROL 

H«r«  ar«  }u«l  a  taw  of  tho  inaoy  arf- 

vanta9at  UNITROL  will  bring. 

I.  Production  Unit  Standard*,  to 
curatoly  mooMir*  workroom  pro¬ 
duction.  for  tho  werkor*  tingly 
and  a*  a  group 

2  Production  Unit  Auditing,  in 
higli4ou  orao*  can  bo  pin¬ 
pointed  and  cau«o«  olimi noted. 

3.  Incentive  Syttems.  to  stimu¬ 
late  production  and  reduce 
lost  motion  and  waste. 

4.  Stabilisation  of  oitoretion 
charge*,  so  litters  con  be  put 
on  a  Arm  "one-price"  basis. 
f  ALTERATION  LOSSES  ARE  UN¬ 
NECESSARY.  LET  US  PROVE  IT 
TO  YOUII 


G.J.MARDER  ASSOCIATE^ 

4403  Sheridan  Rood,  Chicogo  40,  lllinoiv. 

[Dgewater  4-5112  I 


KEY-REC  HELPS  MMA 

Here’s  a  shipment  of  12  dz.  shirts. 
What’s  the  transportation  cost  per 
shirt?  Receiving  and  Marking  costs? 
Shipping  point?  How  shipped? 

All  of  this  retail  detail  is  right  at 
the  fingertips  of  several  hundred 
stores  who  use  the  Key-Rec  forms 
system  for  receiving  goods  and  pay¬ 
ing  invoices.  They’re  ready  for 
MMA! 

Even  more  important .  . .  Key-Rec 
methods  and  ideas  help  reduce  these 
operating  and  transportation  costs. 
More  gCHxls  hit  the  sales  floors  faster 
with  less  loss,  high  discount  and 
anticipation  and  excellent  “book 
inventory.’’ 

It’s  all  done  through  integration 
of  receiving,  control  and  buying 
functions.  For  information,  write  to 
Key-Rec’s  inventor,  retailer  Jack 
Moss  c/o  Moss  Key-Rec  Systems,  Inc., 
2224  Benton  Ave.,  Dayton  6,  Ohio. 


Wodnasday  morning.  May  28th:  Again 
there  are  two  8:00  A.  M.  sessions,  one 
for  small  and  one  for  large  stores.  The 
small  stores  will  study  expense  and 
merchandise  budgeting,  the  discussion 


leaders  being  F.  A.  Eggmore,  Pitts¬ 
burgh  Mercantile  Co.;  R.  Little,  Forbes 
&  Wallace  and  H.  W.  Barber,  T.  W. 
Garland,  Inc.  Meanwhile,  larger  store 
delegates  will  attend  a  session  on  mail 
order  practices.  Here  the  discussion 
will  be  led  by  Richard  Wright,  Crosby 
Bros.  Speaker  will  be  Ralph  Byrum  of 
.Management  Systems. 

Internal  Audit  will  be  the  first  topic 
at  the  full  session  Wednesday  morn¬ 
ing.  It  will  tackle  the  problem  of 
fraud  losses,  especially  in  reference  to 
cycle  billing  control  procedures.  James 
Carrol  of  Touche,  Niven,  Bailey  & 
Smart,  and  Louis  Moscarello  of  Ly- 
brand,  Ross  Bros.  &  Montgomery  will 
be  the  speakers.  Improving  Sales¬ 
people’s  Productivity  will  be  the  sec¬ 
ond  topic,  with  Marion  Sonnakalf  of 
Harzfeld’s  the  speaker. 


Wednesday  afternoon,  May  28th:  Op¬ 
erations  Research  and  how  to  apply  it 
to  retail  operating  problems  will  be 
discussed  by  Roger  Crane  of  Touche, 
Niven,  Bailey  &  Smart  .  .  .  The  Ex- 
|>ense  Savings  Panorama,  the  control¬ 
lers’  annual  rundown  of  cost-cutting 
ideas,  w’ill  be  presented  at  this  session. 
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HARVEY  HANSON 

1721  BRUSH  STREET 

OAKLAND  12,  CAL 


with  R.  M.  Jeffrey  of  Neiman-Marcus 
as  moderator. 

Thursday  morning.  May  29th:  A  com¬ 
plete  report  on  Merchandise  Manage¬ 
ment  Accounting  to  date  will  be  given, 
discussing  pros  and  cons  of  various 

CosUof-Retailing 

Department  store  expense  rates 
jumped  to  a  record  high  of  34.4 
per  cent  of  sales  last  year,  in  spite  of 
a  slight  increase  in  dollar  volume.  Spe¬ 
cialty  stores  also  reached  an  all-time 
peak  in  expenses:  37.5  per  cent  of  sales. 
These  figures  were  published  in  the 
Controllers’  Congress  quarterly  Infor¬ 
mation  Letter  last  month.  They  are 
derived  from  a  reporting  sample  of 
202  stores,  with  $2.7  billion  annual 
sales. 

In  view  of  the  present  sales  outlook, 
the  rising  expense  trend  means  further 
drops  in  the  profit  level  this  year,  said 
Sam  Flanel,  general  manager  of  the 
Controllers’  Congress.  Last  year  the 
department  stores  in  the  reporting 
sample  had  a  40  per  cent  drop  in  their 
profits  from  merchandising  operations, 
from  3.0  to  1.8  per  cent  of  sales.  The 
decline  was  almost  entirely  attribut¬ 
able  to  the  rise  in  the  exj^ense  rate. 
It  was  offset  somewhat  by  increases  in 
non-operating  income  (e.g.,  higher 
credit  service  charges).  As  a  result, 
after-tax  earnings,  2.1  per  cent,  were 
only  nominally  lower  than  the  previ¬ 
ous  year’s. 

Spiecialty  stores  did  not  do  so  well. 
For  them,  a  small  increase  in  gross 
margin  was  wiped  out  by  an  0.7  per 
cent  increase  in  expenses.  Profit  from 
merchandising  operations  dropped  0.5 
per  cent,  and  with  no  offsetting  gain 
from  other  income  their  net  gain  after 
taxes  was  1.6  per  cent,  compared  to  1.9 
per  cent  in  1956. 

Merchandising  performance  itself 
was  good  in  department  stores  last 
year.  Markons  were  slightly  increased, 
and,  in  spite  of  sales  that  lagged  until 
the  Christmas  season,  markdowns  in- 


Have  you  neen 

“SHRINKAGE  -  THE 

SHOPLIFTING 

PROBLEM" 

Tht  Anti-Shoplifting  Training  Film  — 

PROTfCTIVE  FIUMS,  INC. 

175  Sth  Are.  New  York  10.  N.  Y. 


MMA  procedures  and  the  results  so  far 
achieved  by  stores.  Edward  Cagle  of 
Hochschild,  Kohn  &  Co.  and  Malcolm 
P.  McNair  of  Harvard  will  lead  the 
discussion.  Professor  McNair  will  also 
give  the  first  report  on  the  Harvard 
study  of  operating  results  for  1957. 

Rose  in  '57 

creased  only  two-tenths  of  a  point, 
and  gross  margin,  at  36.2  per  cent  of 
sales,  was  down  only  one-tenth  of  a 
point  from  the  previous  year. 

Once  again  the  best  performances 
in  profits  and  gross  margins  were 
turned  in  by  the  larger  stores,  with  the 
over-|50  million  group  outstanding. 
Superior  expiense  control  was  the  rea¬ 
son,  for  in  markon  and  gross  margin 
these  larger  stores  did  no  better  than 
the  all-store  average.  Mr.  Flanel  said: 

"From  the  information  available  it 
is  impossible  to  assess  how  much  of 
the  success  of  the  over-$50  million 
stores  is  due  to  their  advantage  in  size 
and  organization  and  how  much  to 
their  continued  volume  improvement, 
particularly  in  their  branch  units. 
(Significantly,  these  stores  were  also 
the  only  group  able  to  achieve  higher 
sales  in  their  main  stores  as  well  as 
in  their  branches.)  The  outlook  for 
smaller  stores  in  the  light  of  this  per¬ 
sistent  trend  is  not  overly  encourag¬ 
ing.  They  are  getting  a  smaller  share 
of  the  market,  losing  ground  to  the 
larger  stores  and  other  retail  outlets, 
and  at  the  same  time  find  their  profit 
outlook  deteriorating  at  a  more  rapid 
pace.  This  is  a  problem  [which]  war¬ 
rants  more  vigorous  and  concerted 
efforts  to  insure  smaller  store  welfare 
and  growth.” 


Experienced  Fine  Jewelry 
Department  Operators 

SEEKING  NATIONAL 
LOCATIONS 

in 

Department  or  Installment 
Stores 

Our  plans  to  suit  your 
merchandising  methods 
■^wrife: 

H.  L.  STILLAAAN  STORES 

271  W.  39th  ST.,  NEW  YORK,  N.  Y. 
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"^The  Monarch  Marking  Svslem 
ieeps  our  incoming  merchandise  moving 
practically  eliminates  Marchoiising  costs! 


says  M.  W.  Magee,  Merchandise  Coordinator, 
Wm.  Henry  Department  Store,  St.  Petersburg,  Fla. 


We  have  22  departments  at  Wm.  Henry,  all  customer  confidence,  and  enables  us  to  train  clerks 


The  MONARCH  MARKING  SYSTEM  COMPANY 

216  South  Torrence  Street  •  ^  Dayton  3,  Ohio 
Toronto,  Canada  •  Mexico  D.F.  Mexico  •  Los  Angeles,  California 


easier.”  Mr.  Magee  adds,  “We  just  couldn’t  get 
along  without  our  Monarch  Marking  System!” 

Clear,  legible  Monarch  price-marking  insures 
selling  at  correct  prices  . . .  stops  “leaks”  in  profits. 
Gives  you  “extra  salesmen”  to  answer  questions  . . . 
encourages  impulse  buying.  For  further  informa¬ 
tion  about  Monarch  Price-Marking  Machines,  and 
samples  of  labels,  tickets  and  tags,  write  us  today. 


served  by  our  8  Monarch  price-marking  machines. 
Incoming  merchandise  goes  through  our  price¬ 
marking  department  and  on  to  the  sales  floor  so 
smoothly  that  we  cut  warehousing  costs  . . .  prac¬ 
tically  eliminate  them! 

“Of  course,  we  enjoy  many  other  advantages, 
such  as  the  fact  that  every  piece  of  merchandise 
carries  a  clearly  visible  selling  price.  This  creates 


The  8  versatile  Monarch  machines  at  Wm.  Henry 
meet  their  every  price-marking  need. 


I 
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With  Q^^SIumcU 
you  con  automate 
EVERY  transaction 
in  your  entire  storel 


MEDIA  READER 


For  merchandise  control,  National’s  Integrated 
Data  Processing  System  brings  retailers . . . 


National’s  advanced  design  means  automation  today 
with  complete  assurance  your  equipment  will  be  fully 
compatible  with  your  Electronic  Accounting  Depart¬ 
ment  of  Tomorrow. 


e^StlmuU  OFFERS  RETAILERS 
MANY  ADVANTAGES! 


ACCOUNTING  MACHINE 


new  efficiency  in  the  stock  room — in  the  back 


1.  Complete  control  of  money  and  records. 


2.  Automatic  billing  of  customer’s  state' 
ments. 


3.  Faster,  more  accurate  sales  audit. 


4.  Increased  stockturns  with  lower  dollar 
investment — fewer  markdowns. 


sales-tronicA  register 


5.  Practical  and  realistic  merchandise  and 
management  reports. 


. . .  on  the  selling  floor — in  the  cashier’s  office 
in  the  lay-by  department . . . 


See  National’s  latest  input  and  data-processing  systems 
on  display  at  the  Controllers’  Congress  —  or  contact 
your  nearest  National  representative  in  your  city. 


^Trodu  Mark 


. . .  creating  for  management  faster,  more  accurate 
decision-making  reports  without  clerical  effort. 


THE  NATIONAL  CASH  REGISTER  COMPANY,  Dayton  9,  Ohio 

1039  offic**  in  121  countries  •  Helping  business  save  money 


CASH  trsisrrts  *  aodiiw  mACHiNts 

ACC0HHTIH6  MACHIfltS 
NCR  PAMK  (Mo  CaABOM  KCOHIttO) 


